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Houser or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., December 19, 1958. 
Hon. Tuomas FE. Morean, 
Acting Chairman, Committee on Foreign Affairs, 
House of pepe aie D.C. 

Dear Mr. Cuarrman: On May 5, 1958, the spec ial study mission to 
Canada forwarded to you its first teed on Canadian-United States 
relations. There is transmitted herewith a second report of the mis- 
sion, designed to explore in greater detail the questions raised in the 
first report. A visit to Canada was made with your approval during 
September and October 1958 to assist the mission in its factfinding 
efforts. The assistance provided by Dumond Peck Hill, staff con- 
sultant, and Mary Louise O’Brien, staff assistant, was invaluable to 
the success of the mission. 

We hope that the information contained in this report will be useful 
to the members of the committee and to the Congress in its considera- 
tion of legislation affecting the area. 

Sincerely yours, 
Brooks Hays (Arkansas). 
Frank M. Corrrn (Maine). 


Hovuss or REPRESENTATIVES, 
(COMMITTEE ON ForEIGN AFFAIRS, 
Wash ington, D.C... December 19. 1958. 

This second report has been submitted to the Committee on Foreign 
Affairs by the Special Study Mission to Canada, composed of Hon. 
Brooks H: ays, of Arkansas, and Hon. Fr: ank M. Coffin, of Maine. Fol- 
lowing the issuance of their first report in May 1958, the study mis- 
sion visited Canada again in September and October 1958. 

The conclusions in this report are those of the special study mission 
and do not necessarily reflect the views of the membe rship of the 
full Committee on Foreign Affairs. The report is filed in the hope 
that it will prove useful to the committee and to the Congress in its 
consideration of legislation concerning relations between the United 
States and Canada. 

Tuomas FE. Morean, 
Acting Chairman. 
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SPECIAL STUDY MISSION TO CANADA 


PURPOSE AND SCOPE 


This is the second report of our study mission issued within a year. 
Our preliminary study, entitled “Report of the Special Study Mission 
to Canada,” first issued on May 5, 1958, and subsequently as House 
Report No. 1766, was based on studies and travels made in the fall 
and winter of 1957-58. 

In that report we undertook to paint in broad brush strokes the pic- 
ture of contemporary United States-Canadian relations. Our princi- 
pal objective was to broaden the understanding of this area by Con- 
gress and the American people. We attempted to suggest new direc- 
tions of policy, but restricted our comments to the scope of our limited 
studies. 

What we have said in House Report No. 1766 is introductory to and 
a necessary part of our work product. We wish to call particular at- 
tention to what we have said about our approach, our view of the 
fruitful possibilities of greater attention to the problems involved, 
and our assessment of the many-sided importance of Canada to the 
United States. 

This report attempts to dig deeper veins, to venture into more areas, 
to make more concrete recommendations, and to achieve a truer per- 
spective than was possible in the first study. 

It is pertinent, finally, to point out that this attempt at a study in 
depth of one important field of United States foreign relations has pro- 
ceeded under the extensive authority given to the Committee on For- 
eign Affairs to concern itself with “Relations of the United States with 
foreign nations generally.” The very specialization forced on Con- 
gress by considerations of efficient operation creates an occasional need 
for an overall approach to problems of foreign policy which this broad 
mandate wisely foresees. While many of our recommendations con- 
cern subject matter within the specific jurisdiction and expert knowl- 
edge of other committees, our report, we feel, will serve a most useful 
purpose if (1) it presents a comprehensive view of the spectrum of 
economic and human problems in United States-Canadian relations, 
(2) if it encourages serious consideration of specific issues, and (3) 
if it adds to greater awareness of this important field on both sides of 
the border. 

Fietp Work For THE SECOND REPorT 


The study mission, which was composed of the Honorable Brooks 
Hays, Arkansas, chairman, and the Honorable Frank M. Coffin, Maine, 
visited Canada during the period September 29 to October 9, 1958. 
During the course of its travels the study mission covered more 
than 7,000 miles. Discussions were held with Canadian Government 
officials, with Canadian businessmen, and with United States citizens 
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2 SPECIAL STUDY MISSION TO CANADA 


doing business in Canada in Montreal, Ottawa, Toronto, Winnipeg, 
Vancouver, and Kitimat. In addition, the study mission met with rep- 
resentatives of the financial community and oil ‘industry in New York, 
and with represent: itive businessmen, civic leaders, and labor leaders 
in Seattle. The study mission met with over 175 persons including 
United States officials, Canadian Government officials at the Cabinet, 
parliamentary, and civil service levels, provincial officials and parlia- 
mentarians, financiers, industrialists, bankers, educators, journalists, 
professional men, and production specialists. In many instances indi- 
vidual meetings were held with Canadian businessmen, Government 
officials, and professional men in their own offices or in their own homes. 
In other cases group meetings were held. The discussions were ori- 
ented toward the mutual problems faced by the United States and 
Canada and particular irritants in the relations between the two 
countries. 


Recent DEVELOPMENTS IN UNtrrep STATES-CANADIAN RELATIONS 


The target of such a study as this is always in motion. Some prob- 
lems which were acute at the time of the first report seem to have 
lessened in intensity. Others have become more prominent. New ones 
have developed. 

Perhaps more important than the fever chart of any specific prob- 
lem is the fact that a climate of increased awareness has been, and 
is, developing. This is the most important fact which leads us to 
say that relationships between the United States and Canada have 
improved since our earlier study mission. This is not to say that 
the number of problems has decreased. Indeed, it might be said that 
a result of increased awareness is the discovery of an ever-enlarging 
number of problems. 

Indicative of this increasing awareness are the President’s recent 
trip to Canada, the seemingly broader coverage given by the United 
States press to Canadian problems, the recent establishment of a joint 
United States-Canadian Cabinet committee on defense problems, the 
imminent meeting of a joint committee of United States and Canadian 
parliamentarians, and the detailed consideration by the Senate For- 
eign Relations Committee of Canadian-United States relations. This 
very awareness tends to have two effects: First, it helps establish a 
greater consciousness of Canadian identity; and secondly, it com- 
pels more adequate consideration by the United States Government 
of Canadian problems and Canadian needs. Of particular interest 
to Congress is an experiment in informal interparliamentary rela- 
tionships. Recommendation 4 of our previous report was as follows: 

Congressional awareness 

The vital role which Congress plays in determining United 
States-Canadian relationships, for better or worse, must no 
longer be ignored. The fact needs to be constantly borne in 
mind that, unlike the parliamentary system of Canada, the 
executive branch does not necessarily speak for the legisla- 
tive branch. It is not enough that there be continuing 
liaison between the Cabinets of the two nations. The fol- 
lowing fields of activity should be thoroughly explored: 
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(a) Congressional representation, in observer status, on 
the Canada-United States Trade Committee (at present, a 
committee of the two executive branches). Our information 
is that Canadian parliamentarians would understand the 
need for such liaison under our system. 

(5) Formal recognition of Canada-United States relation- 
ship as a continuing area of interest by a subcommittee or 
a joint committee. 

(c) Periodic visits to each country by the parliamentarians 
of the other. 


The Canadian Prime Minister, Mr. Diefenbaker, in a speech at 
Wesleyan University, Middletown, Connecticut, on June 8, 1958, gave 
his wholehearted endorsement to the objectives of these proposals, 
saying: 


To meet the problem of the relations of our nations the 
Hays-Coflin report suggested a congressional committee on 
Canadian relations. I am sure that the Parliament of 
Canada would give the fullest consideration to the setting 
up of a similar committee of Canadian parliamentarians 
who in periodic visits to our respective capitals would do 
much to achieve suggested solutions of recurring problems. 

The benefits that will flow from such a joint meeting were 
very apparent in 1942 when at a parliamentary conference 
at which I had the honor to preside Members of the Congress 
of the United States met in conference for the first time with 
Canadian and Commonwealth Members of Parliament. 


Upon reflection and consultation, on both sides of the border, 
was decided that any formal and rigid framework would be unwise, 
since it might infringe on the separation of powers principle as it 
relates to foreign policy in the United States Constitution, and since 
a multiplicity of formal committees in every field of foreign relations 
would not be feasible. Consequently, emphi isis was directed to some 
informal vehicle which would be sufficient to promote periodic and 
systematic discussions between the legislators of the two nations. 

In the early fall of 1958 several members of the United States Senate 
visited Canada and made conerete proposals for the establishment of 
an informal consultative group to be composed of representatives of 
the Canadian Parliament and of the United States House of Repre- 
sentatives and Senate. The group would be composed of four repre- 
sentatives each from the United States House of Representatives and 
the United States Senate. There would be eight representatives from 
the Canadian Parliament. In addition to the membership of the 
Interparliamentary Committee, representatives from various com- 
mittees of Congress would be invited to participate in the discussions 
when matters of interest to their committee are involved. The Com- 
mittee would meet at least once annually and would alternate its 
sittings between Washington and Ottawa. 

Following our recent study mission we have informally recom- 
mended to the House of Representatives through appropriate chan- 
nels that the House participate in the Committee. Such a group 
would foster mutual understanding and would serve as a forum for 
bringing to the attention of their respective legislatures matters of 
mutual interest and concern. 
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CurRRENT PropteEM AREAS IN UntTeD Srates-CANADIAN RELATIONS 
INTRODUCTION 


In this report we cannot hope to set forth a complete catalog of 
problems existing between 2 mammoth, fast-growing nations which 
share a common boundary of 4,800 miles—a boundary throbbing with 
constant traffic in people, commodities, services, energy, and “ideas. 
We have tried to convey more than a superficial description of the 
major problem areas. We do not try to lamity these into Canadian 
and United States grievances, but, where appropriate, we have indi- 
cated opposing points of view. 

Zach problem exists not in isolation but in the pervading context 
of an intense Canadian desire for constant recognition of its separate 
national identity. In each case to be discussed, it might generally be 
said that an apparent attitude of bland indifference by the United 
States would be and has been a source of greater irritation than the 
economic facts and policies themselves. Our constant search was for 
ways to assure regular and systematic means of exchanging views 
as to specific proble ms. At the very least, problems would be mini- 
mized even if they were not capable of completely satisfactory 
solutions. 

I. HUMAN RELATIONS PROBLEMS 


A. Problems arising out of United States business in Canada 

There are more than 5,000 subsidiaries of United States corporations 
doing business in Canada. These subsidiaries range from small sales 
organizations to major manufacturing or mining enterprises. They 
are heavily concentrated in the petroleum, mining, pulp and paper, 
chemical, electrical, automobile, and rubber industries. There fol- 
lows a table showing the percentage ownership and control of selected 
Canadian industries in 1954: 
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Percentage ownership and control of selected Canadian industries, 1954 
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Esti- Percentage of capital employed Percentage of capital 
mated owned in— employed, controlled in— 
| total in- | - a" 
Industry \vestment| | | 
(millions | | United | —— Other United | Elsewhere 
\of dollars) |C “anada) States King- | coun- Canada| States | outside 
| dom tries | Canada 
| | | | 
ee "| 2 | | | 
Petroleum.......-..---- | 2,315} 30 Al 2| | 6 2 
Mining: | 
Smelting and refining of non- | | | | | | 
ferrous native ores___..----| 715 41 | 44 | 10 5 45 | We Batts 
Other mining... = a. ea eee ee 40 ae thee 3 
Sein 8 eet 40; a} 6 | a. a eS 2 
Manufacturing: ! 
Pulp and paper..............| 1,433| 49 42 C54. 44| 45 l 
Textiles _ Bes 605 79 12 Wel nt it 82 10 8 
Chemicals ; 654| 36 44 18 2} 2| si 4 
Transportation equipment | | | 
n. 0. p- za 245 66 19 18 Picante 64 21 15 
Electrical apparatus. __-.._--- 402 | 30 62 |) | 2 if 22 |\ 56 9 
Agricultural machinery --__--- 155 65 84 |f H\ 67 |f 
Primary iron and steel___.__- 390 S4 14 | 94 | i Rddaccmbiae 
Beverages at 330 71 | 25 80 14 6 
Automobiles and parts-- -- 292 22 | 78 | 5 WP Reikedinctannied 
I ona ee ee ine 134 22 70 7 4 9 
All other manufacturing ----- 3, 644 54 37 | 49 43 8 
DU iccacksctewndecces 8, 284 53 37 9 | 1 | 49 42 9 
Total of all above indus- | | | 
tries pinata alleeida aegis 12, 462 4y 43 7 1 | 45 | 48 7 





1 Including ‘‘other enterprises.” 


Note.—The corporate classifications of foreign investment used in this table have been altered in some 
cases from the historical series published elsewhere in this report to correspond more closely with the classi- 
fication of estimated total investment. The equity of nonresidents in the holdings of Consolidated Mining 
& Smelting Company of Canada, Ltd., by Canadian Pacific Ry. Co. has been included under mining. 

Source: Canada-United States Economic Relations, July 1957, Brecher and Reisman, Royal Commission 


on Canada’s Economic Prospects (p. 103). 

By 1957 United States direct investment in Canada was accounting 
for approximately 30 percent of all manufacturing plant sales and 
for about 21 percent of all employment in manufacturing.’ In that 
same year our direct investments earned $641 million after taxes or 
more than 35 percent of the total corporate profits. Our investment in 
Canada amounts to almost the total United States investment in 
Latin America and to twice that in Western Europe. 

The ownership of these subsidiaries varies. In some cases they are 
wholly owned by the United States parent and are subject to direct 
control from the United States head office. In other instances they 
may be only partially controlled by the parent and may have Cana- 
dian stock outstanding. In many instances the control exercised 
from the United States is only nominal and the subsidiary has almost 
complete authority to conduct its own affairs. 

Apart from concern over the size of United States investment in 
Canada, a basic economic problem which is discussed 1 in the following 

section, the United States business “presence” in Canada has led to 
three ty pes of problems, involving not only economics but also human 
relations. These are the demand for stock participation by Canadians 
in United States subsidiaries, the desire for employment of Canadians 
in key positions, and the extent of participation in community projects. 


1 Based on information secured from the Empire Trust Company of New York City. 
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1. The demand for stock participation.—There are no precise sta- 
tistics available as to the number of Canadian subsidiaries making 
their stock available to Canadian citizens. The number, however, 
has grown during recent years. 
The Empire Trust Co: of New York C ity recently undertook a sur- 
vey of some 166 United States corporations doing business through 
subsidiaries in Canada. Ninety-four of these 1 sponded. The survey 
showed that about three-quarters of the subsidiaries were wholly owned 
by the United States parent but the remaining one-quarter included 42 
percent of the 19 subsidiaries with annual sales for 1957 in excess of $50 
million. It is note ee that a substantial percentage of the larger 
subsidiaries do in fact make their stock available for sale to the 
Canadian ia 
During our trip we heard approving references to various com- 
panies for having made stock in their Canadian subsidiaries available 
for sale as follows: 
Crown Zellerbach. 
General Motors of Canada, Ltd. 
Fruehauf Trailer Company of Canada. 
Standard Brands, Ltd. 
British American Oil Co., Ltd. 
Chrysler Corporation of Canada. 
Ford Motor C ompany of Canada, Ltd. 
Goodyear Tire & gen Company . Canada, Ltd. 
For the past several years there has been considerable criticism 
among certain circles in Can: a a of the failure by many United States 
corporations having wholly-owned Canadian subsidiaries to market 
the stocks of those subsidiaries in Canada. The criticism is based on 
the premise that where a company is doing business in Canada, some 
portion of the ownership and control should be vested in Canadian 
citizens so that the company will have a Canadian ptlook. There 
is a fear that if all the control and ownership is vested in foreigners, 
the corporation may ~ le courses of conduct which are inimical 
and detrimental to Canadian interests. As one Canadian phr ased It, 
“Anyone wants to feel a part of a pure Canadian operation. 
We ought to have a melding of Canadians and Americans.” Some 

called this “a real issue.” Other Canadians referred to it as “a 
lake warni potato,” and felt the issue had been overdone in the public 
mind. In any event, the sentiment for stock participation is often 
expressed. There is seldom ny acknowledoment of the fact that the 
overwhelming majority of Car 1adian subsidiaries in the United States 
do not allow stock partic! pation by citizens of the United States. 

Its extent is pe hi ips illustrated by the fact that Canada recently 
passed a law prohibiting foreign control of life insurance companies. 
This statute was passed when it became known that United States 
interests were buying into one of Canada’s largest insurance com- 
panies. A similar effort was made recently in a somewhat different 
form. A bill was introduced in the House of Commons to mutualize 
all Canadian insurance companies. The effect of this would have been 
to eliminate all foreign control in insurance companies. The bill did 
not pass. 

The argument that a corporation doing business in Canada through 
a wholly-owned or partially-owned Canadian subsidiary should make 
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the subsidiary’s stock available to the Canadian public does not appear 
to be justified in many cases. 

From the st andpoint of the investor, an investment in the stock of 
the parent company in the United States would, in many instances, 
be sounder and more secure. The parent company is frequently doing 
business on a worldwide basis and is engaged in the production of a 
large number of products, thereby giving the investor the benefit of an 
investment in a larger market and in a more diversified product. The 
Canadian subsidiary, on the other hand, may be relatively small, may 
be engaged in the production for a limited market—i. e., 17 million as 
against hundreds of millions of potential customers—and may be pro- 
ducing only one product. The Canadian investor who puts money 
into the parent thereby secures not only a share in the Canadian 
market, but also a foothold in the United States and other foreign 
markets. For this reason, some Canadian investment advisors doubt 
the ree of seeking a Canadian subsidiary as the object of invest- 
ment by the average Canadian investor. This is true despite the 
fact that a Canadian investor in a United States company would not 
receive the 20 percent tax credit to which he would be entitled if he 
bought a Canadian security. 

Moreover, many of those with whom we discussed this problem 
were of the opinion that sale of stock in Canadian subsidiaries would 
not have a Jong-term beneficial result. They pointed out that the 
inevitable results of Canadian marketing of a subsidiary’ s stock would 
be that much of the stock would end up in the United States. It 
would be purchased, held until some profit had been realized and 
then sold again, probably across the border. They cite an instance 
where one company reserved a percentage of its stock for Canadian 
purchase. Within 12 months most of it was found in United States 
portfolios. As a matter of fact, Canadian investors as of 1956 had 
been net sellers of Canadian equity securities for a number of years. 
The net etlee ‘t of a sale of the subsidiar y's stoe ‘k might be to « ‘omplie ate 
management's problem without achieving Canadian ownership of the 
subsidiary. 

There does appear to be considerable demand in Canada for 
stocks. ‘This is exemplified by the fact that in Canada the aver- 
age bond yield is 5 percent while stock yield is only 3 percent, 
whereas the normal situation in the United States is for stocks to 
have a higher yield. One explanation of this “inverse ratio” is that 
there is no capital gains tax in Canada and also that 20 percent of 
dividends are ap yplied as a tax credit against income. It is therefore 
apparent that there are considerable tax advantages realized from the 
ownership of stocks. There is no tax at time of sale and a considerable 
portion of the dividend income is actually credited against individual 
Income taxes. 

The Canadian stock market was repeatedly described as being very 
thin. As one specialist described it, Canada has not yet developed 
“the pools of money for venture capital.” The result might well be 
that any large issues would saturate the market and thereby have 
an adverse effect on the Canadian market generally. As a matter of 
fact, on per capita basis, the Canadian investor invests two times as 


This “inverse ratio” has developed only twice in the United States during the postwar 
period. 
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heavily in the American market as the American invests in Canada— 
even including the direct investment of corporations. 

From the management point of view, American corporations look 
on their foreign investments as speculative and tend to plow back 
any profits from such investments; that is, the return from the 
foreign investment is repeatedly reinvested in the foreign country. 
Such is the case in Canada. Much of the profit from a given enter- 
prise is reinvested in the Canadian economy rather than being re- 
patriated to the United States. This policy, however, tends to raise 
problems with stockholders. When there is a large profit and no 
dividend, the stockholder is likely to protest. Although an increasing 
number of stockholders are showing a preference for the so-called 
growth stocks, the risk of protest against expenditures for bricks and 
mortar at the expense of dividend payments is still substantial. 

This pressure for dividends would ‘tend to impede the reinvestment 
process since the amounts paid out to stockholders is lost to the com- 
pany. Management is loath to place itself in a situation where there 
could be such pressures. The difficulties arising from sales of stock 
in subsidiaries are made clear by one instance where an American 
corporation made stock in its Canadian subsidiary available to the 
Canadian public. The following year the Canadian subsidiary made 
oe a small profit and, if no dividends were paid, the company was 
faced with the prospect of irate stockholders who might claim that 
they had been misled in purchasing the stock. In order to avoid such 
a situation, the company paid dividends to its Canadian stockholders, 
but the parent company did not receive dividends. Such a course 
would usually have legal and management complications. On the 
other hand, the payment of div idends by a subsidiary corporation to 
the parent corporation at the same time that dividends are paid to 
Canadian stockholders might complicate the tax structure of the par- 
ent since the payment may be made in a year of high earnings by the 
parent. Under existing United States tax law, the earnings of the 
subsidiary are not taxable to the parent cor rporation until such time 
as they are paid out as dividends. If there is pressure for dividends, 
their payment might tend to increase the tax base of the parent in a 
year when it was not desirable to augment the parent’s income. 

The sale of stock in a subsidiary may complicate management it- 
self. If the parent desires to take a somewhat risky course or to take 
a course which may result in lower earnings for a number of years, 
the presence of outside stockholders would obviously impede the pur- 
suit of such a policy. Also the reporting requirements would be more 
stringent and management might be forced to divulge information 
which it did not consider to be advisable to release at the moment. 

The pressure of outside shareholders in the subsidiary may tend 
to complicate other corporate relationships. For example, a Cana- 
dian subsidiary may be purchasing raw or semifinished materials 
from its parent or vice versa. In such a case there are corporate 
policy problems connected with the pricing of the material sold by 
one corporate entity to the other. Where there are outside sharehold- 
ers present, there is the danger that the shareholders in one of the 


2 See Foreign Investments and Taxation, by E. R. Barlow and Ira T. Wender, Prentice- 
Hall, Ine., 1955. 
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corporations will charge that the price being paid is unfair. Exten- 
sive litigation and interference in management are real possibilities. 

There is still another difficulty from management’s point of view. 
When it decides to make a subsidiary’s stock available, it must place a 
value on the stock. Often, in a new or speculative enterprise, this 
involves educated guessing. The implications of Canadian stock- 
holder disappointment discourage many American firms from making 
the experiment. 

On the other side of the picture sales by the parent of stock in the 
subsidiary tend to create good public relations and might perhaps 
result in a more rapid growth of the subsidiary. C anadians owning 
the stock would feel that they had a stake in the future of the sub- 
sidiary. The argument can also be made with some force that even 
though sale of stock may tend to create management problems, the 
failure to do so creates suspicion that management policies are being 
pursued which are detrimental to the Canadian economy and to Cana- 
dian interests. Many Canadians are strongly of the opinion that 
if the subsidiaries do business in Canad: a, Canadians should have some 
say in the management and destiny of the subsidiary. Shareholding 
in the parent gives only a diffuse influence over the destiny of the sub- 
sidiary and is at best remote because of the size of the parent and of 
the difficulty of maintaining any shareholder control in a large cor- 
porat ion. 

The consensus seems to be (1) that stock participation has been over- 
played as a real issue; (2) that it is not a deep-seated problem among 
serious investors; (3) that it can be “a two-edged sword” for the Ca- 
nadian investor; and (4) that the arguments for availability of stock 
probably outweigh the arguments against, if no serious operational 
problems would be created and if the favorable public-relations effect 
would be important to the particular business. 

2. The desire for employment of Canadians in key positions.—One 
of the most publicized problems arising from the activities of United 
States corporate subsidiaries in Canada is in the field of management. 
Previously, many corporations utilized United States citizens ; almost 
exclusively for the higher managerial posts. Furthermore, boards of 
directors were composed exclusively of United States citizens. This 
situation has been repeatedly criticized in the Canadian press. Dur- 
ing the past few years the situation has improved considerably. More 
and more Canadians have been nained to top management posts and 
more and more Canadians have been included on boards of directors. 
This trend has accelerated in the past year. 

The Empire Trust Co. survey * reported detailed information con- 
cerning the composition of the management of the 94 companies re- 
port ing. In 1955,47 percent of the presidents of these companies were 
Canadian, but by 192 8, 50 percent were Canadians. Similarly, taking 
the 4 top posts in each e orporation, that is, president, general manager, 
secretary, and treasurer, 57 percent were Canadian in 1955. By 1958 
the Canadian figure was 61 percent. Furthermore, the larger Cana- 
dian companies had the most Canadian presidents, i. e., almost 75 
percent. In 1958, 40 percent of the subsidiaries reporting had 1 or 
more “outside Canadians” on their boards. Forty-seven percent of 


4 See p. 6, supra. 
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the larger companies had 2 or more “outside Canadians” even though 
the general average was only 13 percent. The significance of the 
“outside Canadian” is that he represents a Canadian viewpoint and 
is not an employee or otherwise subject to the control of the —- 
corporation. Again, it was found that the larger companies had : 
greater participation by independent Canadian citizens. 

We found, for example, that General Electric in Canada has an all- 
Canadian group. General Motors has a Canadian president. Dow 
Chemieal’s 1,500 emp loyees in Canada include only 1 United States 
citizen among its executive e mployees. All of ¢ — s chief execu 
tives are Canadian. Standard Brands has invited Canadians to serve 
on its board. Proctor & Gamble, Metropolitan Life. ‘Gulf Oil, and 
others follow similar policies. Some corporations with Ameri 
presidents have had Canadian presidents in the past. There seems 
to be no national predisposition at the root of the choice. As a mat- 
ter of fact, a number of Canadian companies have gone to the United 
States for their top men. 

In many of these cases the history has been that the American parent 
established a relative ‘ly small subsidiar vy in Canada and then furnished 
the executive management for the new undertaking from the home 
office. As the business grew and as more Canadians trained in that 
particular enterprise beeome available, they assumed the top manage 
ment posts 

Our feeling on this subject is that the issue today is a diminishing 
one. Progress is being made and the leaders of mdustry are setting 
a good pace. , 


Community relations.—A United States co rpor ation doine busi- 
ness in Canada is a guest in a foreign country. It is there by suf- 
ferance of the count ry. Accordingly. it behooves the guest to behave 
isa guest should. It should be meticulous in its behavior and should 
strain every nerve to avoid giving offense. ‘This has frequently been 


the case with American corporations doing business in Canada. There 
have, 





ver, been exceptions, and, as one American in Canada said, 
“It’s like an iceberg. It’s the small percent above water that vou 
hear about.” Another American deseribed the insensitivity of some 
MeO eeioh porns ehonnns sont Achilles’ heel.” 

The basie difficulty appears to be that United States corporations 
tend to follow the same practices and customs which they follow in 
the United States. In Canada charitable drives are sup ported to a 
far greater degree by corporate contributions than is the case in 
the United States. Gifts by corporations are considerably larger 
and represent a much larger percentage of the total contribution. 
The subsidiary of the United States corporation doing business in 
Canada tends to give the same percentage to drives which it would 
give in the United States. This percentage is considerably lower 
than is expected. Moreover, the plant manager may be only tempo- 
rarily in Canada while working his way up the corporate ladder. He 
is not disposed to fight for the community which his plant serves. 
The decision itself may be in the hands of a low echelon assistant 
treasurer in New York. alan frustration often results. The 
result is that the Canadians do not think that the United States 


corporation is carrying its fair share of the load and that it is not 
interested in Canadian problems. 
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The Canadian Government conducts annual bond drives through- 
out Canada. The sale of the Government bonds is handled through 
employers who do the bookkeeping and handle the publicity for the 
drives. In some instances United States corporations have flatly 
refused to participate in such activities. Needless to say, such a re- 
fusal creates ill will in Canada. There have at times been regrettable 
tendencies on the part of executives of United States citizenship to 
stand aside from the Canadian community rather than to endeavor 
to become a part of it. These executives have in some cases confined 
their activities to joining United States clubs and have remained aloof 
from the Canadian scene. Such an attitude does not help relations 
between the United States and Canada. Although corporations of 
other nations may not cooperate with local Canadian civic enterprises, 
it is natural that United States businesses be singled out for criticism 
by reason of their numbers. 

Actually, this issue may not be as acute now as in the past. One 
observer stated that, on this issue, “the decibels in the press have 
dropped one half in 6 months.” 

The problem of corporate relationships in Canadian communities 
obviously cannot be solved by the United States Government. The 
problem is somewhat difficult to cope with for the simple reason that 
there is and can be no central authority over these corporations and no 
coordination of their activities. The precise number of such subsidi- 
aries is not even known. Education seems to be the solution, but the 
difficult question is who should undertake the educational program. 
Some banks in the United States have indicated their reluctance to 
advise their clients with respect to the peculiar problems arising from 
doing business in Canada for fear of increasing Canadian resentment. 
On the other hand, other banks have been quite active in this field and 
have apparently achieved some success, with no ill effects bein - 
parent. Among these are the First National City Bank cat the 
Empire Trust Co., both of New York City. 

We noted that in Toronto a group of executives of United States 
corporations doing business in Canada were actively engaged in per- 
suading other American corporations to participate actively in Cana- 
dian affairs and to endeavor to meet Canadian needs and require- 
ments. 

There is no definitive solution. It is suggested, however, that 
groups such as the Chamber of Commerce, the Canadian-American 
Committee, banks, and other organizations having relationships with 
those investing in Canada should undertake an educational program 
to insure that American groups do not create unfavorable attitudes. 


B. Labor problems 


Although we did not have any detailed discussions with authorities 
on labor relations problems in Canada, we repeatedly heard the allega- 
tion that some Canadian labor unions were dominated by the inter- 
national unions with headquarters in New York, Chicago, Detroit, or 
other United States cities, and that during some labor negotiations, 
management would have to wait for an answer on a question until the 
Canadian labor representatives had cleared with their international 
headquarters in the United States. Such questions have included 
ratification of a contract, the drafting of rules under a contract, a 

33454—58——3 
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strike decision, and the use of union personnel in charitable per- 
formances. 

On the other hand, in the field of United States-Canadian labor rela- 
tions, as in that of United States-Canadian business relations, there 
are too many variations in policies and practices to make possible a 
safe generalization. For example, even within a single international 
union, the collective-bargaining patterns of locals in different indus- 
tries vary. Some Canadian member unions make their own decisions, 
issue their own strike orders, and negotiate final settlements. Others 
rely to a greater extent on advice from the international union leader- 
ship. There have been cases where a Canadian union has, on its own 
initiative, called a strike, ultimately obligating the international union 
to give support and subjecting it to legal liability. It should perhaps 
be pointed out, as another example of independence in policymaking, 
that when, in the United States, the United Mineworkers of America 
left the CIO, the Canadian portion of the union remained part of the 
Canadian Congress of Labor. Today, although the Teamsters’ Union 
has been expelled from the AFL-CIO, similar action has not been 

taken by the Canadian Congress of Labor on the ground that the same 
conditions do not exist in Canada. 

Notwithstanding this diversity of practices and policies, wherever 
instances of United States labor decision making occur, they often 
become focal points of discussion, criticism, and resentment. They 
lead to blanket allegations of absentee labor control, paralleling those 
addressed to United States business operations. 

Obviously this is a dispute with respect to which the 1 Jnited States 
cannot take action. It is peculiarly a Canadian problem in that 
Canadians control their own labor unions and those unions are sub- 
ject to the jurisdiction of the Canadian Government. On the other 
hand, the frequency of this criticism tends to indicate that the inter- 
national unions in the United States would be well advised to re- 
examine their relationships with their locals in Canada. 

Irritations over employment conditions are not confined to one side 
of the border. In some areas of the United States, for example, the 
employment of Canadian nationals has caused resentment among 
American workers, with allegations of lower wages, poorer working 
conditions, and undercutting of domestic employment opportunities, 
resulting from such employment of Canadians. 

The situations where most resentment exists are in areas where Ca- 
nadians secure visas to enter the United States for employment, take 
jobs on the American side of the border, and maintain their permanent 
residence in Canada. American workers who complain of this prob- 
lem voice no objection to the bonding program, under which American 
employers secure Canadian workers for specific jobs for which there 
are no American workers available. 

Resentment over this situation is particularly acute during periods 
of economic recession, when job competition along the border between 
the two countries is more intensive. Although this does not loom large 
in the overall problem of United States-Canadian relations, it does 
represent a serious impediment to smooth relations in the critical areas 
along the border where contact between the two countries is most 
frequent. 
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C. Exchange rate problems 

The human relations problem arising out of the fact that for some 
time the Canadian dollar has been worth more than the United States 
dollar is minor but aggravating. It is particularly aggravating be- 
cause it is so easily avoidable. 

There are two sides to the coin. On the one hand, when the United 
States citizen visits Canada and receives only 97 or 98 cents in exchange 
for his dollar, he is frequently irate and indignant. On the other hand, 
when the Canadian visits the United States and finds either that his 
currency is looked at as if it were some exotic currency, or that the 
premium is not honored, he is equally irate and indignant. 

One Canadian businessman with whom we talked found it difficult 
to understand when he was refused a penny premium on his dollar 
when he purchased a theater ticket in Seattle. 

This is obviously a matter to be solved only by a widely diffused 
public understanding of current exchange rates. One suggestion hav- 
ing merit is a program of education sponsored by the United States 
Treasury in the areas having the greatest influx of Canadians. States 
and communities profiting from visits of Canadians would find it a 
sumple matter of self-interest to eradicate this source of irritation. 


Il. TRADE RELATIONS—GENERAL 


Certain themes relating to trade problems cut across many commod- 
ity fields. ‘The major ones are problems of tariff and trade laws and 
administration, the wariness about the size of United States invest- 
ment in Canada, and the threat of protectionism. 


A Tariff and trade laws and administration 


One of the chronic problems which both the United States and 
Canada face is that of tariff and trade laws and administration. ‘The 
complexities of modern life make it almost impossible to provide by 

regulation for every eventuality. Even if it were possible to so pro- 

vide, it would be inadvisable and awkward. On the other hand, the 
lack of precision and the frailty of human life inevitably lead to arbi- 
trariness and caprice creeping into the administration of any tariff 
system. 

Canadian manufacturers and Canadian exporters continually com- 
lain about the administration of the United States tariff and trade 
lawn, The situation has improved substantially recently. For ex- 
ample, the Customs Bureau, in order to alleviate some of these admin- 
istrative difficulties and in order to educate Canadians as to the re- 
quirements of the United States tariff laws, has detailed an official to 
travel back and forth across Canada giving advice on our tariff laws 
and on trade matters. Furthermore, the recent revision in the tariff 
law has ended some of the difficulties. Previously, for example, a 
Canadian manufacturer who wanted to export a product to the United 
States might submit it to the United States Customs Bureau for exam- 
ination and for a ruling as to its tariff classification. In many instances 
it was 6 months or a year before he was able to get a final ruling. The 
present situation has been improved in that a ruling can be secured 
much more rapidly. One Canadian characterized the situation by 
saying that the only difference made by the streamlined tariff pro- 
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cedures was that “now you know that you can’t do it sooner than 
previously. 

An e} xample given in Canada of the idiosyncracies in United States 
tariff laws is the experience of the Canadian manufacturer who de- 
sired to export flannelette pajamas to the United States and geared 
his price to the tariff on flannelette. He found to his dismay that 
these pajamas would by law be classified as articles manufacture ‘d from 
rubber because there was an elastic in the back of the pajamas. An- 
other example was mentioned where, by agreement between the United 
States and Canada, educational matter or tourist promotional material 
is duty free. The United States has ruled, however, that such material 
must be of governmental origin and that if it is produced by chambers 
of commerce or private organizations, then it is dutiable, based on the 
weight of the paper contained in the material. The tariff on such 
material is obviously intended to protect the United States printing 
industry. It does not seem logical to draw this distinction between 
governmental tourist promotional material and such promotional 
material issued by private industry. 

Still another ruling cited was that relating to floor tiles. The tariff 
rate is by law bs ased on a substance contained in the synthetic bind- 
ing. In the opinion of Canadians, it is an odd proc redure to base a 
tariff rate on a “component of a ¢ omponent.’ * ‘This is analogous to the 
practice presently applicable under Canadian law which provides that 
where goods of different quality are shipped in the same package they 
are to be valued at the value of the best article contained in the pack- 
age even though the goods were invoiced or sold at an average price. 

Another inc cident was cited to show the inflexibility of our tariff 
and trade laws. Canada permits trade with Red China. Recently 
Canada procured from China sesame seed which was to arrive at the 
port of Vancouver. Because of a shipping strike in Vancouver, how- 
ever, the ship was diverted to Seattle and the Canadians re quested 
that the sesame seed be permitted to be unloaded in Seattle and 
shipped by land under bond to Canada. After considerable discus- 
sion of the problem, the United States prohibited the transshipment 
of the seed and as a result the Canadians were forced to pay extensive 
demurrage charges until the conclusion of the strike in Vancouver at 
which time the cargo was moved back to Vancouver and unloaded 
there. According to United States policy, we do not permit any 
trade with Red China. On the other hand, it seems a somewhat in- 
flexible extension of such a policy to prohibit the transshipment of 
material such as this which will ultimately arrive in Canada. In 
another instance a Dutch ship carrying a cargo of steel from the east 
coast of the United States and destined for Vancouver w as diverted to 
Seattle because of the same strike. The Jones Act, in reserving 

cabotage rights to the United States, prohibits the carrying of cargo 
bree United States ports in foreign bottoms. If this occurs, a 
stiff penalty is levied against those involved. Such a penalty was 
levied on the steel. The penalties may have since been remitted. In 
any event it seems strange to apply laws so inflexibly as to penalize 
those who are forced into a situation such as this. This does not 
appear to be a case where the law should be applied with relentless 
inflexibility. 
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We also heard extensive criticism of the frequency and rapidity of 
changes in United States trade and tariff policies. Lead, zinc, and oil 
were also cited as evidence of the ra nidity of change. In any eco- 
nomic relationships stability and the Tock of rapid change are assets 
in that the other party to ‘the transaction is enabled to rely on the 
continuation of existing conditions. Such reliance permits him to 
plan more thoroughly and eliminates much of the risk inherent in an 
international transaction. On the other hand, frequent change pro- 
hibits any long-term planning on economic relations and makes much 
more hazardous the undertaking of any large-scale production pro- 
gram for export. The inevitable consequence is a high price for all 
concerned. 

On balance, the problem of tariff and trade laws and administration 
is an area for improvement. It is not a problem of mammoth di- 
mensions or emergency conditions. Indicative of the improving con- 
ditions in the area is the fact that a United States Customs Bureau 
representative who attended a meeting of the Canadian Exporters’ 
Association last September reported that no one complained to him 
about United States tariff laws or procedures. He pointed out that 


there were complaints about the laws and procedures of other 
countries. 


B. Size of American investment 

Basic to the Canadian dissatisfaction with the behavior of United 
States corporations in Canada is a legitimate concern with the extent 
of United States investment in Canada. As pointed out previously, 
there is a high degree of control and ownership in the United States 
of many of the Canadian industries, particularly the petroleum, 
mining and refining, pulp, paper, and automotive industries. The 
specter is raised of external control of the Canadian economy which 
might conflict with Canadian nationalism. As has been pointed out 
previously, the Canadians are concerned that this external control 
may result in the closing of plants belonging to these subsidiaries and 
in a falloff in production whenever a recession occurs. This fear 
has not been justified. The Canadian recession started earlier than 
the recession in the United States, but recovery took place sooner 
and was more rapid than the recovery in the United States itself. 

There follow tables showing annual investment by the United 
States in the Canadian economy: 


Value of United States private investments in Canada, 1954-56, by type 


{In millions of dollars, end of year] 











| 1954 1955 1956 
a — = —s amie | — Te a _— 
Total . oo eee cade Ree cep eal 9, 739 | 10, 625 12, 870 
Long-term Geakeieauka sect 9, 513 10, 320 a 11, 733 
Direct (book value) 5, 871 ¢ 494 7, 480 
Dollar bonds ¥ | 1, 604 1, 489 1, 710 
Other securities- ; 1, 828 | 2, O86 2, 266 
Other... : a 210 | 251 | 277 
Short-term. ios 7 sc egaeen ; or cadaecancbauts 226 305 337 


Source: Survey of Current Business, August 1956 and August 1957; U. S. Department of Commerce, Office 
of Business Economix 
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Business capital expenditures in Canada (excluding housing), 1954-57 


[Millions of Canadian dollars] 


| | 
1954 1955 1956 1957 


Piao oeced Sac f ‘ 3, 278 | 3, 555 4, 963 5, 658 


Source: Private and Public Investment in Canada, Outlook for 1958, Department of Trade and Com- 
merce, Ottawa, 1958. 


United States private capital flows to Canada, 1954-58, by type 


[Millions of dollars; return flow to United States (—)] 
1954 | 1955 | 1956 | 1957 1958 Ist 
6 months 


—— — a 


RO c2csi SiGe : 443 310 | 967 884 | 556 
Direct investments 385 279 544 561 139 
Other long-term investments 35 | —5l1 | 395 | 338 | 328 
Short-term investments 23 82 28 | —15 | 89 

Addendum: Reinvested earnings of direct investment | | 

companies aha 5 3 232 298 360 | 274 | (1) 


1 Not available. 
Source: Survey of Current Business, June 1956, August 1956, August 1957, March 1958: U.S. Department 
of Commerce, Office of Business Economics. 

It is apparent that the rate of investment has fallen off quite rapidly 
during this recession year. There are many in Canada who argue 
that such a falloff is good for Canada and that investment should 
continue at a reduced rate. On the other hand, many Canadians are 
well aware that there is insufficient capital in Canada to finance Cana- 
dian expansion at its current rapid rate and that a falloff in United 
States investment could not be replaced from other sources, such as 
the United Kingdom or the European Continent. Capital in that 
magnitude is simply not available. The net result would be a slow- 
down in Canadian development and a slackening in business activity 
and inemployment. A falloff in construction of new facilities means 
fewer employment opportunities, and less business for the Canadian 
merchant. Furthermore, such a slackening of pace might tend to 
act as a brake on Canada’s headlong rush into becoming a world power. 
As the matter stands, Canada has a population of 17 million; immi- 
gration is continuing; population is expanding; her vast resources are 
beginning to be tapped, but if investment from abroad slackens, then 
the pace slows and growth is retarded. 

Closely connected with the question of capital flow is Canada’s 
chronic trade deficit with the United States. Up until this year that 
deficit was running at the rate of approximately $1 billion. There 
follows a table showing United States merchandise trade with Canada 
for the period 1954 to 1957, and the first 6 months of 1958: 
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United States merchandise trade with Canada, 1954-58 


{In millions of dollars, excluding military] 


| 

















|} 1954 | 1955 1956 | 1957 1958, Ist 

|6 months 

secant caiaatliniaen ti onlay | ——_—_ | —___—__ os 
United States experts... 2... oo. Sc oa cn cece oi 8 2, 855 3, 233 4,114 4,013 1, 763 
Urabe Citahee TINA. oso ic co iedecckcpeiceiee 2, 364 2, 675 2, 913 2, 936 1, 280 
Ne seictccavadacberedsansaasiateaens 5, 219 5, 908 7, 027 CONT nsencs- 





Source: Survey of Current Business, June 1956 and March 1958: U. 8. Department of Commerce, Office 
of Business Economics, 

This is an imbalance of major proportions, but its blow has been 
softened by the inflow of United States investment capital, Further- 
more, it is not inappropriate to point out that much of the trade 
deficit is derived from the investment itself. For example, when 
a new plant is opened in Canada there is increased demand for ma- 
chinery, equipment, and ae materials from the United States. 
The purchasing power of the workers is increased, thereby permitting 
them to make additional purchases from the U nited States. Conse- 
quently, it is fair to say that trade balances and investment rates are 
intertwined and that a falloff in investment will almost inevitably be 
accompanied by a falloff in the other. 

As far as the future is concerned, it may well be that financing will 
gradually shift somewhat from the direct investment of corporations 
to the floating of securities. Municipal issues will also play a larger 
role. When all is said on this subject, the matter is probably best 
summed up in the wise words of a Canadian. He concluded that in 
the long run the problems created by the size of United States invest- 
ment in Canada would be worked out “by a combination of United 
States statesmanship and Canadian maturity.” 

The threat of protectionism 

The only practical means whereby Canada can decrease the trade 
deficit with the United States is a protective wall of tariffs or of 
other import restrictions. ‘This cause has been espoused in a number 
of Canadian quarters over the years. Recently the Canadian Manu- 
facturers’ Association has expanded and stepped up its “Buy 
Canadian” movement which has as it asserted purpose the stimula- 
tion of increased purchases of Canadian manufactured goods in pref- 
erence to those of foreign origin. ‘This movement has adopted the 
symbol of the maple leaf as a sign of adherence to the movement, 
Merchants are requested to display the emblem in their stores. An 
educational program is supported for the stimulation of Canadian 
purchases in preference to those of foreign origin. Coupled with this 
movement is support for tariff legislation. The belief that higher 
tariffs are necessary is prevalent in many circles but particularly 
among those engaged in manufacturing. We heard one statement, for 
example, that what the speaker’s industry needed was a tariff similar 
to the Smoot-Hawley tariff in the United States. He contended that 
without Smoot-Hawley the United States would never have developed 
its own industry of that type because foreign imports would have 
prevented such a development. This line of argument, however, is 
belied by the rapidly expanding Canadian market for manufactured 
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goods and by the rapidly increasing sales of many Canadian manu- 
facturers, including that of the spokesm: in just mentioned. 

The drive for protection on manufactured goods is resisted by those 
who are Mapeek in agriculture and mineral extraction because they 
realize that if Canada were to adopt a course of protectionism there 
would be an inevitable reciprocal effect. The United States and other 
Canadian markets might tend to retaliate by raising protective walls 
round their own economies or by retaliation against Canadian exports. 
Such a course would mean fewer sales of metals, paper, pulp, and 
timber by Canada. Reduced sales in these fields would lower the 
Canadian market. Less income would be available to Canadian 
workers to purchase Canadian manufactures. Also, it would slow 
up the pace of new investment in Canada which would again tend 
to lower the Canadian market potential. 

Canada simply does not have the population to consume her pro- 
duction of minerals and forestry and agricultural products. This ap- 
parently is the reasoning behind the Canadian stand at the Common- 
wealth Conference held in September 1958, at Montreal, where Canada 
subscribed to the following statement : 


We have also been impressed by the problems created for 
many Commonwealth countries by policies of protectionism 
in the fields of agriculture and mineral production. We are 
agreed on the need for measures to mit igate the adverse effects 
of protection afforded to basic agric -ultural commodities and 
minerals. Urgent consideration should be given to the ques- 
tion how the General Agreement on Tariffs and Trade could 
be strengthened to make it a more effective instrument for 
dealing with these problems. We also realize how important 
it is that efforts should be made to avoid placing obstacles in 
the way of the export of manufactured goods from the less 
developed countries of the ( ‘ommonwealth. 


The Conference also endorsed the principle that Commonwealth 
countries— 


should continue to work in no exclusive spirit toward a multi- 
lateral trade and payments system over the widest possible 
area. 


Despite these reaffirmations of belief in free trade, Canada recently 
amended its Customs Act to include an antidumping provision 
which in the eyes of the United States could result in violations of 
GATT. This provision authorizes, in certain circumstances, the use 
of cost of production plus a reasonable profit as a primary basis for 
valuation in assessing a customs duty, and also may be used for im- 
posing an antidumping duty. The cost- plus-profit ‘method of valua- 
tion is cumbersome, difficult to apply, and is permissible under the 
GATT only when value cannot be determined from the home market 
price. In the eyes of the United States, this opens the door to 
restrictive action of sizable proportions. For example, the determi- 
nation of whether an exporter is making a reasonable profit affords 
wide latitude for interpretation in a protectionist manner. The 
United States has protested the Canadian action. 

Significantly, the British protested the Canadian action during the 
Commonwealth Conference. It is informally reported that the 
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British were told that the law would not affect trade between Canada 
and Britain. The fair inference is that the statute may be applied 
to the United States. It is too early to tell what the effects 
of the statute will be and whether it will be unfairly applied to the 
United States. The intent seems to be such, however, that United 
States manufacturers and producers will be adversely affected. 

In connection with the antidumping statute, we heard repeated ref- 
erences to the Canadian problems with the so-called style fabrics. 
According to the Canadians, luxury fabrics, such as these, cannot be 
produced in large quantities at low cost because, due to Canada’s small 
population, it is not possible to sell large quantites of such fabrics. 
United States concerns may set up their looms and make very large 
runs of each fabric because of the large market available to them. It 
sometimes occurs that, at the end of a run, a United States manu- 
facturer will dispose of all the remainder of the run on the Canadian 
market in order to clear his inventory in preparation for the next run 
of a new fabric. The Canadians assert that this practice is unfair to 
their manufacturers in that they cannot possibly compete in a situation 
where the United States manufacturer makes his profit on his sales 
in the United States and then disposes of a large amount of the 
fabric in Canada at cost. Presumably, the antidumping provision 
may be made applicable to the sale of style fabrics. 

Another area of friction between the United States and Canada is 
in the marketing of fresh fruits and vegetables. United States fruit 
matures sooner than the Canadian product and consequently it is 
usually sold on the Canadian market before the Canadian product is 
ready for market. According to the Canadians, this early sale of fruit 
“takes the cream off the market” in that people are willing to pay 
premium prices for the first berries or first fresh fruit, but that after 
they have been on the market for some time the price tends to decline 
because the product has lost its seasonal novelty. In addition, they 
contend that the United States product depresses the Canadian market 
while the Canadian fruit is at the height of its season. The Canadian 
argument is that United States fruits should be subject to higher 
duties or should be kept off the market completely. Such a 
course of action would seem to give the Canadian marketer some price 
advantage. On the other hand, it would appear that the net Seaee 
would be the Canadian populace because it would inevitably mean that 
the individual purchaser would have to pay far higher prices for fresh 
fruits or else he would not be able to buy them at all. In this connec- 
tion, it should be pointed out that in one instance when there was a 
bumper strawberry crop in one area of Canada, and also across the 
border, the Canadian growers succeeded in having an arbitrary 
minimum value for duty imposed on the fruit of United States 
origin. The net result was that purchasers in that area paid a some- 
what higher price for their berries and that berries were practically 
unobtainable in other areas of Canada because there was a failure of 
the strawberry crop in those regions. Such a policy, although it may 
well serve to protect the Canadian grower, also seems to be short- 
sighted in that it penalizes the general Canadian public. Needless to 
say, over and above such difficulties, it is a source of extreme irritation 
to the United States growers. They believe that they are being ex- 
cluded from the market for no valid reason. 


33454—58——-4 
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In our earlier report we described the magazine tax which Canada 
had recently levied on all advertising appearing in Canadian editions 
of United States magazines. The tax had been vigorously protested 
by the United States. It has now been repealed, thereby removing 
one irritant in United States-Canadian relations. 


Ill, TRADE RELATIONS—COMMODITIES 


Many of the problems affecting not only United States-Canadian 
relations but the entire free world revolve about commodities. The 
central problem is how, within any practicable framework, to insure 
a relatively stable and foreseeable level of return to the nations pro- 
ducing such commodities. Within the limited background of United 
States-Canadian trade the immediate problems involve metals, agri- 
cultural commodities, and oil. 


A. Metals 


Canada’s principal exports are raw materials and semifinished prod- 
ucts. Metals and metal ores comprise a substantial portion of such 
exports. In our earlier report we commented briefly on problems with 
respect to lead, zinc, copper, and aluminum. Recent events have made 
these comments even more pertinent. 

1. Lead and zinc.—Canada is one of the world’s major producers 
of lead and zinc. There follow figures and charts showing production 
of lead and zinc. 


Mine production of lead, for Canada, United States, and world, 1948-52 
(average) and 1953-58, in short tons 











| | 
| Canada | United States | World 
| il 
1948-52 (average) ..- 7: Sans. Se, 163, 959 | 401, 907 | 1, 820, 000 
ee = ee ate eee ete 193, 706 342, 644 | 2, 100, 000 
1954__ eT ey # rer eee ced 218, 495 5, 419 | 2, 240, 000 
eee rr ews ; 202, 762 , 02! 2, 370, 000 
ens en coe ie ore ceed 188, 854 | 345 2, 440, 000 
1957_- Re Ee tf eee ee a 181, 690 8, 216 2, 540, 000 
NGS 5 a go ee ee tae AL oe | 1 181, 000 | 2 265, 000 3 2, 420, 000 
| 





i Estimate based on 9 months’ production 
3 Estimate based on 10 months’ production. 
2 On the basis of 6 to 9 months’ data for major producers, and conjecture for Soviet bloc and others. 


Source: Bureau of Mines Minerals Yearbook, 1957. 
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Mine production of zine (content of ore), for Canada, United States, and world, 
1948-52 (average) and 1953-58, in short tons 


Canada United States World 





TREO I soe asec cane dgescccewaqueasncemeenty 318, 367 638, 749 2, 410, 000 

MR ee dea veattetintntannsnatn Ssacocawceshbansneat 401, 762 547, 430 2, 940, 000 

De chee ies tne en wad sn osganmhaannamancosen wees 376, 491 473, 471 2, 930, 000 

ng ie oe nae p bewanenansenaueennmecimanaca es 433, 357 514, 671 3, 180, 000 A 
erates pieie ss eet h kt naan enloaiorkenmicewoasodnaesas 422, 633 542, 340 3, 360, 000 } 
1957... - 


: [ninaeickpaahoaaes . ka kddaa dn annaa ieee 409, 528 531, 735 3, 420, 000 
1958 (estimate)...............- Spades oo asaneaee Sia 1 425, 000 2 401, 000 3 3, 300, 000 





1 Estimate based on 9 months’ production 
2 Estimate based on 10 months’ produetion. 
3 On the basis of 6 to 9 months’ data for major producers, and conjecture for Soviet bloc and others. 


Source: Bureau of Mines Minerals Yearbook, 1957, 
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York City. 


We are deeply indebted to the First National City Bank of New York for furnishing us 
the above information and for much additional information which has been of invaluable 


assistance in the preparation of this report. 
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It is not unnatural that Canada is vitally concerned with the exports 
of lead and zinc. They loom far larger in her economy with a gross 


national product of $33 billion (Canadian dollars) than in our 
economy of $435 billion. 


Prior to World War II the United States was practically self- 
sufficient in lead. During the war and the years that followed our 
self-sufficiency diminished. Both imports and prices rose until 
1949. In 1949, as a result of the United States recession, the price 
of lead fell precipitously. With the advent of the Korean war the 
prices of both lead and zinc received a sharp impetus, but in 1952 the 
prices of both of these metals began to fall. From then until 1957 
their prices received support from two programs of the United States 
Government: (1) The strategic stockpile, and (2) the supplemental 
stockpile authorized by the Agricultural Trade Adjustment Act of 
1954. The United States Government purchased for the strategic 
stockpile large quantities of lead and zinc which are intended to con- 
stitute a strategic reserve and are insulated from the market. The 
supplemental stockpile, based on the barter program under Public Law 
480, was derived from the barter of agricultural surpluses for strategic 
materials. Practically all purchases for the strategic stockpile after 
1954 were from domestic sources but the supplemental stockpile was 
obviously of foreign origin, The barter program was suspended in 
April 1957 and reinstituted on a more limited basis in M: vy 1957. 
Since that time the price of lead and zinc has suffered worldwide de- 
cline. 

The United States stockpile programs have stimulated the overseas 
production of lead and zine by supporting the price and by the specific 
stimulation of additional sources of lead and zine. The Canadians in 

fact assert that many of their facilities were expanded at the specific 
request of the U nited States. Tables of United States lead and zine 
prices appear in the appendix. 
The Canadians assert that the oversupply has been caused in part 
by— 
a. The failure by the lead and zinc industries to stimulate new 
uses, lead and zinc having been replaced in many instances by 
other metals; and 
b. The continued production by marginal and submarginal pro- 
ducers as a result of the stockpile and barter programs’ having 
absorbed excess production, thereby keeping prices up. 

Following the development of the oversupply situation in 1952, the 
United States lead and zinc industries made representations to the 
Tariff Commission in 1953 requesting remedial action. The Tariff 
Commission recommended an increase in duties on lead and zine but 
the President, on August 20, 1954, refused to follow the recommenda- 
tions of the Tariff Commission and instead increased purchases for the 
Government stockpile program. In October 1957, representations 
were made to the Tariff Commission under the escape-clause provi- 
sions. The Commission unanimously found in April 1958 that imports 
of lead and zine were causing serious injury to the domestic industries. 
Three of the Commissioners recommended the imposition of quotas 
and an increase to the maximum permissible rates under the Tarilf Act 
of 1930. This would have meant an increase from 1%6 cents per pound 
of lead metal to 2'%0 cents per pound, and on zine metal from 710 cent 
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per pound to 240 cents per pound. The other 3 Commissioners recom- 
mended against import quotas but also recommended that the tariffs 
be increased to those originally contained in the Tariff Act of 1930, 
which would have meant an increase in the tariff on lead metal to 21% 
cents per pound and on zinc metal to 134 cents per pound. 

The President, on September 22, 1958, announced that he was not 
following the Tariff Commission’s recommendations in detail but 
that he was instead instituting a quota system. The quotas amount 
to 80 percent of the average annual commercial imports from each 
country during the 5 years 1953-57. The quotas are to be computed 
on a quarterly basis. In the case of Canada the restrictions with 
respect to zinc amount to about 20 percent of the 1957 general zinc 
imports. With respect to lead, however, the restrictions are much 
more serious. Canada had voluntarily reduced its lead exports to the 
United States following the President’s request in 1954 that imports 
be cut back and his directive that purchases for the strategic stockpiles 
be restricted insofar as possible to domestic metal. Even though 
Canada’s lead quota amounts to 104 percent of her general exports of 
lead to the United States for 1957, the Canadian base was considerably 
reduced because of earlier voluntary reductions. The Canadians com- 
plain that they have been injured because of their voluntary efforts 
to cooperate in protecting the United States domestic industry. 

This announcement of the imposition of quotas was made 10 days 
prior to our departure for Canada and during the Commonwealth 
Conference on Trade in Montreal. The reaction in Canada was, need- 
less to say, unfavorable. The Canadians are highly dependent upon 
their lead and zinc industries and fear that the imposition of the 
import quotas will of necessity further depress the already depressed 
Canadian industry. Over and above the question of lead and zinc 
themselves, however, they are fearful that the action in the case of lead 
and zine is a harbinger of similar action with respect to copper, me 
nesium, and aluminum which are vital to the Canadian economy. As 
has been pointed out previously, the Canadians are particularly resent- 
ful of the United States having stimulated increases in production in 
metals in Canada and then having turned off the spigot. They look on 
this action by our Government as being arbitrary and capricious and as 
injuring a vital Canadian interest in order to protect marginal pro- 
ducers in the United States. They have repeatedly pointed out that 
their mines are suffering just as those of the United States and that 
it is unfair that the Canadian economy should be penalized to protect 
less profitable operations. Some have felt that voluntary quotas 
should have been explored and attempted. 

At the United Nations Exploratory Meeting on Lead and Zinc held 
in London the United States made suggestions looking toward a multi- 
lateral solution of the lead and zine problem and pointed out that if 
multilateral action were not forthcoming, it was possible that the 
United States might take unilateral action. This suggestion for multi- 
lateral action was sympathetically received by many of the producing 
nations. The Canadian reaction, however, was cool. At the time that 
the announcement of quotas was made, the United States emphasized 
that it hoped that a multilateral solution could be found. 

Another meeting on lead and zine was held under United Nations 
auspices in Geneva in November. Again there was a sympathetic re- 
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ception by many of the producing nations to United States suggestions 
of multilateral action. Again, however, the Canadian reaction was 
exceedingly cool. Nothing concrete was accomplished at Geneva. 

The United States position is that the United States producers 
should not bear the full brunt of the lead and zinc depression. United 
States policy looks toward a solution based on a multilateral arrange- 
ment whereby the economic burden can be shared and whereby inter- 
national cooperation on lead and zinc can be insured. 

The difficulty with respect to lead and zinc is closely related to our 
operations under Public Law 480 which has had adverse effects on 
the Canadian economy in the field of wheat exports. The barter pro- 
gram stimulated excess production of lead and zinc both in this coun- 
try and abroad. The lead and zinc which was produced was paid for 
with agricultural surpluses. Even though Canada was not a partici- 
pant in the program, she was intimately affected by reason of the fact 
that the program tended to support world prices and to stimulate 
additional production. The additional production which had been 
stimulated tended to depress the world market once the stimulus was 
withdrawn. 


2. Other metals 


The Canadians are afraid that the United States will take similar 
action on other metals, particularly aluminum, copper, and magnesium. 
The study mission visited a copper mine in British Columbia which 
has, within the past year, been shut down and its equipment sold 
because of the recent world depression in copper prices. If the United 
States were to take action with respect to copper, aluminum, or mag- 
nesium, the depressing effects of this closedown would be multiplied 
throughout Canada. Aluminum has been in a state of oversupply 
this year. There is excess capacity in Canada and in the United 
States. New pot lines have come into being both in the United States 
and in Canada. Because of the temporary oversupply of aluminum 
metal, there has been difficulty in selling the output from the existing 
lines, and the new lines. While the study mission was at Kitimat in 
British Columbia, we saw what could happen when an oversupply 
occurred in any metal. The equipment for pot lines which had been 
ordered and delivered was in storage awaiting the revival of the 
aluminum market. If adverse tariff action were to be taken in the 
United States, the effects of such action would have dire consequences 
for the Canadian economy. 

As we shall suggest in the concluding part of this report, the goal 
of relative commodity stability may best be reached not by any bilat- 
eral arrangement between the United States and Canada, but by 
concerted planning and action on a much broader scale. 


B. Agricultural surplus disposals 


1. Wheat.—At the time of our last report the question of United 
States policy on agricultural surplus disposal was a burning issue in 
Canada. Under the program provided for in Public Law 480 of the 
84th Congress and under the mutual security legislation, the United 
States sells surplus agricultural commodities to foreign governments 
for local currencies and then uses the proceeds from the sales for eco- 
nomic development purposes, for mutual security purposes, or for 
United States expenses in the purchasing country. The Canadians 
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are particularly disturbed with three aspects of the Public Law 480 
transactions; namely, (1) barter sales; (2) so-called tie-in sales where 
the purchasing nation is required to purchase additional amounts of 
agricultural products for dollars or other hard currencies; and (3) 
so-called triangle transactions where the United States trades agricul- 
tural commodities for equipment, materials, or commodities to be fur- 
nished to a third country under the mutual security program. 

Public Law 480 sales, which have the twofold purpose of reducing 
United States agricultural surpluses and of furnishing assistance to 
the underdeveloped nations of the world, have had adverse effects on 
Canada, the world’s second largest exporter of wheat. The Canadian 
wheat carryover had been growing through 1957. Since about 34 
percent of the Canadian wheat is stored on the farm and the farmer 
cannot receive payment until the wheat is delivered to the elevator, 
a surplus of wheat on hand is a source of loss and of irritation to the 
Canadian farm community. 

Today the importance of the United States wheat disposal program 
has lost some of its significance in Canadian eyes. The reasons are 
threefold: (1) The Canadian wheat crop was substantially smaller this 
year and the protein content is higher and therefore more salable; 
(2) the Canadians have been more successful in disposing of their 
excess crop; (3) the United States has given indications that it is 
taking Canadian interests and Canadian desires into consideration in 


the administration of the surplus agricultural commodity disposal 
program. 


Wheat production, exports and carryover for the United States and Canada, for 
selected years 


{In million bushels] 


Year beginning July or 





Production 


Exports 


Carryover ! 








United 








August ! 

Canada United Canada Canada United 

States States | States 
1938__- dclie Se 360 920 160 108 | 25 153 
1947. i] 339 1, 359 195 340 | 86 84 
1950__- 466 1,019 241 335 | 112 425 
1954__. 309 984 252 | 273 602 934 
1955__- 519 | 935 | 309 | 346 537 1, 036 
1956... 57% | 1, 004 | 263 549 580 1, 033 
1957_- i 371 | 947 | 316 403 | 730 | 908 
1958 2___- 367 | 1, 450 (3) $ 430 615 | 880 





! Data for United States are for year beginning July, and for Canada are for year beginning August. 

4 Preliminary data. 

3 Not available. 

4 Estimates. 

Sources: Agricultural Marketing Service and Foreign Agricultural Service, USDA; Canada Bureau of 
Statistics, The Wheat Review, September 1958. 

The United States has reduced its dependence on barter sales and 
tie-in sales of wheat. Furthermore, the Department of Agriculture 
has in the last year or so paid more particular attention to the usual 
commercial marketings of wheat than was formerly the case. Under 
these circumstances the direct injury to Canadian wheat exports has 
been drastically reduced. Furthermore, consultation between the 
Canadian and the United States Governments on the latter’s activities 
under Public Law 480 has become more frequent. The net effect of 
this is to increase the prospects for the Canadian product being sold. 
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The United States Department of Agriculture has recently issued 
revised regulations covering the barter program for surplus agricul- 
tural commodities. It is too early at this point to tell what the effect 
of these revisions will be. Apparently, however, there will again be 
increased reliance on the barter program and there are indications that 
the revised regulations pay less attention to the preservation of com- 
mercial markets for free for eign countries than was previously the case. 

As is indicated by these recent revisions in the regulations, the prob- 
lem will remain a serious one as long as wheat in both countries is in 

reat surplus. Canadians feel that the basic problem lies in United 
States price support policy.® Some are well enough acquainted with 
the realities of United States farm economics and politics to acknow]- 
edge that they—and we—have to learn to live with a subsidy. But, 
they ask, “How long?” They are fearful of further increases in 
wheat carryovers for the next 5 years. 

Suggestions for dealing with the problems of surplus disposal in- 
clude: “(1) a joint Canadian-United States wheat marketing coopera- 
tion; (2) a broadening and strengthening of the FAO Subcommittee 
on Surplus Disposal, with a requirement that it issue public findings; 
(3) the creation of a peacetime successor to the World War II Inter- 

national Food Board, including all surplus-producing countries, as 
well as consuming countries; (4) a requirement that every firm pro- 
posal involving barter or sale for loca] currency be subjected to con- 
sultation with (but not a veto by) the other nation; and (5) the serious 
suggestion that if there is a food war to fight against communism, 
surplus disposal policy could take a much different direction. 

2. United States flour export subsidy—While we were in Canada we 
heard substantial comment that a serious problem for Canada in the 
field of agricultural exports arises from the United States flour ex- 
port subsidy. This is a program under which the Government pays 
United States millers a subsidy for all flour exported to foreign coun- 
tries. The theory behind the subsidy is that the differential between 
United States and world prices for wheat places the United States 
miller at a disadvantage in the export market. If he has to pay more 
for United States wheat because of our price-support program than 
does his foreign counterpart who buys on the world market, he will 
be operating at a competitive disadvantage. In order to rectify this 
imbalance, the United States Government pays him a subsidy based 
on the then existing differential between United States and world 
prices for wheat. The amount varies. On December 8, 1958, the 
subsidy ranged from $1.86 per hundredweight to $1.77 per hundred- 
weight, depending on the origin and destination. 

The Canadians allege that, because the subsidy is identical for all 
grades of flour, the poorer g orades of United States flour have tended 
to drive out the better grades of Canadian wheat and flour. It is 
obvious that the poorer grades of United States flour get the maxi- 
mum benefit from the subsidy, and that the subsidy thereby gives 
such grades the greatest price advantage. The Canadians assert, 


5 The extent of governmental assistance to the Canadian wheat farmer is an interest free 
eash advance of 50 cents a bushel up to $3,000, based on an allowable production of 6 
bushels per specified acre. Under a restricted delivery system, depending upon availability 
of elevator space, the farmer repays his advance at the rate of 50 percent of the value of 
each delivery. Wheat also, by statute, enjoys certain favorable transportation rates. 
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however, that the subsidy’s effect is even broader; they allege that 
the United States millers make their overhead on domestic sales and 
are thereby able to make export sales at a price which does not in- 
clude overhead. 

The Canadians are major exporters of flour and are therefore very 
sensitive to any damage to their export markets. They charge that 
the United States subsidy has even hurt them in their traditional and 
preferential markets. In 1957 the Canadians enacted their own sub- 
sidy on flour. Some of the people with whom we talked pointed out 
that practically all flour-exporting countries now grant a subsidy on 
flour exports. According to these Canadians, the net effect of flour 
subsidies is to reduce the cost to the foreign flour consumer without 
benefiting the producer or the miller. It was characterized as a com- 
petitive giveaway. 

We suggest that it would be advisable for the executive branch to 
reexamine the operation of the flour subsidy program, the balance be- 
tween the subsidies for wheat and flour, the effect on markets, and the 
possibility of greater consultation with other wheat- and flour-produc- 
ing countries. 


0. Oil 


In our first report we described as a “major source of irritation” the 
application of the United States voluntary oil import restriction pro- 
gram to Canadian oil. This issue is even more acute at present. Pub- 
lished reports of possible mandatory limitations on oil imports, if cor- 
rect, forecast more serious difficulties with Canada on this issue. In 
our view, although the voluntary oil import quotas may have provided 
some protection to domestic producers of oil, the long-term effect of 
this approach to our domestic oil marketing problems is detrimental to 
the interests of the United States and its Government, especially in 
relation to Canada. Mandatory controls are certain to aggravate 
the situation. 

Canadian grievances on oil are rooted in the extension on December 
24, 1957, of the United States voluntary oil import restriction to 
district V, or the west coast area of the United States. This area had 
accounted for about 60 percent of Canada’s exports to the United 
States. 

The immediate economic effect of the oil import quotas is not the 
primary cause of Canadian irritation. It can be argued that the rea- 
sons for the sharp decline in Canadian oil exports to the west coast 
(from 95,000 barrels a day in 1957 to a current rate of about 20,000 
barrels per day) are: The availability of cheaper crude oil from south- 
east Asia, Venezuela, the Persian Gulf, and the Four Corners area of 
the United States; surplus tanker capacity; the recession ; and the pro- 
ration system governing the movement of oil through the Trans- 
Mountain Pipeline. The Trans-Mountain proration system requires 
that total shipments of crude oil through the pipeline to the west coast 
include oil from various producers as allocated on a formula basis. 
Thus, a company with wells in Canada which ships through the pipe- 
line to the west coast must purchase oil from other producers. Profits 
on such an operation are far below those which may be realized from 
oil produced in other areas where no restrictions are placed on exclu- 
sive shipment of crude oil. Such a system, in effect, encourages major 
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companies to meet market demands with crude oil from their wells in 
other parts of the world. 

The argument that Canadian oil export troubles at this time are not 
caused primarily by United States import restrictions does not change 
the fact that, from the Canadian point of view—which seems to be 
united on this issue—the United States has erected a barrier against 
the exports of Canada’s most recent and most spectacular industry. 
Canada has come to look upon its fabulous oil reserves, known and 
probable, as one of its chief weapons for economic growth. It had 
counted upon being able to compete on an equal basis with all other 
sources of supply for the great United States markets of the Pacific 
Northwest and the North Central States. As one Canadian put it to 
us, the present United States oil import program has placed a question 
mark on that future prospect. 

The Canadians feel that the United States has served notice on 
them that they cannot count on access to our markets. This very pall 
of uncertainty has, we are told, depressed exploration and develop- 
ment. It, together with the economic pressures created by the cur- 
rent worldwide surplus, has tended to force the small independent 
producer to sell out to the large oil company. He simply cannot sit 
on his oil while overhead and amortization charges accumulate. The 
large company can—and does—look on oil in the ground as money 
in the bank, to be drawn upon later. 

It is this complex of factors that has led to a serious and sustained 
drive on the part of many Canadians to find a Canadian market which 
is reliable. The only possibility seems to be Montreal. And the 
means of reaching this market would have to be a pipeline from the 
oilfields to Montreal. If this pipeline were to be built, economics 
would not be the motivating factor. Distances would be vast. Costs 
would be enormous. For amortization to take place, markets for 
Canadian oil in Montreal would have to be protected. This would 
mean tariffs or quotas on outside oil. This in turn would mean higher 
costs to Montreal consumers. If the alternative route of subsidies is 
taken, the cost would fall on the Canadian taxpayer. Finally, it 
might well be that if Venezuelan oil is forced out of the Montreal 
market, Venezuela might be forced to market its oil, at a lower price, 
on the United States west coast, displacing even more Canadian oil. 
But, say many Canadians, such would be the price of sovereignty and 
many say they would be willing to pay that price. 

This pipeline thinking has reached the proportions where the Royal 
Commission on Energy (Borden Commission), although not spe- 
cifically instructed to report on this question, will probab ly do so in 
a future report. Should the Commission submit a favorable report 
and Parliament act favorably on it, the limitations on future action 
would be obvious. Pipe in the ground cannot be repealed. 

What this issue portends goes far beyond United States-Canadian 
relations. It has an immediate bearing on the economic and political 
stability of Venezuela, which exports a substantial percentage of its 
oil to the Montreal market. It has an ultimate bearing on the defense 
potential of the North American Continent, the Western Hemisphere, 
and the free world. In this perspective, it makes little sense to 
Canadians to be told that United States import restrictions are needed 
in order to stimulate exploration of reserves in the United States for 
defense purposes. 
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If oil is needed for defense, there is no legitimate distinction be- 
tween the wells of North Dakota and Texas on the one hand, and the 
wells of Alberta and Saskatchewan on the other. All is available to 
meet any threat posed to the people of the United States and of Can- 
ada. As far as the defense situation is concerned, the Canadian bor- 
der is nonexistent. By this we mean that such oil as is available on 
the North American Continent is equally available for the defense of 
that continent. It is spurious reasoning to argue that reserves in 
Texas would be available to meet an aggressive ‘threat while that of 
Canada would not be available. 

Indeed, we feel that our oil policies should reflect to a greater extent 
than they do the “insurance policy” aspect of oil reserves in the North 
American Continent and in the entire Western Hemisphere. The geo- 
graphical and political vulnerability of the Middle East would seem 
to dictate such an approach. Given such an orientation, we are opti- 
mistic about the oil-supplying potential of Canada, the United States 
including Alaska, Mexico, Venezuela, Bolivia, Peru, Ecuador, Brazil, 
and Argentina. The potential in this area has been perhaps half ex- 
plored. The implications of this unexplored potential should be of 
vital importance in free-world planning. 


IV. DEFENSE 


There is exceedingly close cooperation between the United States 
and Canada in all defense matters. Continental Air Defense is under 
joint United States-Canadian command. A United States Air Force 
general is chief of the Air Defense Command and a Canadian is deputy. 
The operations are under joint control. Canada and the United 
States are joint partners in NATO undertakings and there is exceed- 
ingly close liaison between the two countries on every level of defense 
planning. 

On April 20, 1941, President Roosevelt and Prime Minister Mac- 
kenzie King entered into the Hyde Park Agreement, under which 
agreement the United States and Canada agreed to cooperate on mat- 
ters of defense procurement. The principle of cooperation enunci- 
ated in the 1941 agreement has continued down to the present. On 
October 26, 1950, the two Governments extended the Hyde Park 
Agreement by issuing a so-called statement of principles for eco- 
nomic cooperation whereby the two Governments agree to take joint 
action to stimulate defense production and to remove economic bar- 
riers impeding the common defense. There follows a tabulation of 
reciprocal military purchasing with Canada: 
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Reciprocal military purchasing with Canada 


{In thousands] 


| United States | Canadian pur- 





Fiscal year purchases in chases in the 
Canada ! | United States 2 
Seebe eer hana ne Meets, ete aes ae sce ee ee ape hie ~~ 

| 

1951 ($100,000,000 objective for each country). ¢ $46, 000 3 $247, 849 
1952 ($300,000,000 objective for each country) - —- 224, 874 258, 970 
1953 (no stated objective) -- ‘ : : 278, 942 70, 339 
1954 (no stated objective) ___- i 7 ‘ ets Aa , 503 | 117, 928 
1955 (no stated objective) 7 a : 76. 238 | 46, 352 
1956 (no stated objective) 1 2 26, 513 | 25, 766 
1957 (no stated objective) " ; 5 2 66, 791 18, 555 
1958 (no stated objective Rwaal 2 34, 630 39, 791 
einige i _——_- . 
Accumulation. : ; 7 c ; | 776, 491 4 825, 950 


! Data supplied by United States military establishments. 

2 Data supplied by Canadian Department of Defense Production. 

3 This differs substantially from earlier figures given for the lst year of the arrangement; some purchases 
for fiscal year 1949-50, before the objective was set, have been added. 

4This accumulation represents the gross value of contracts for procurement. There have been sub- 
stantial reductions and terminations. At the end of June 1958, the net figure stood at $580,511,300; there is 
no comparable figure giving United States reductions and terminations. 


Source: Office of the Assistant Secretary of Defense for International Security Affairs. 


Despite the cooperation evidenced by the above figures there has 
been considerable dissatisfaction in Canada with defense procurement. 
This dissatisfaction was brought to a head last summer when the 
Canadian Government announced that it was terminating procure- 
ment action on the Arrow aircraft and substituting the United States- 
produced BOMARC antiaircraft missile. The Canadians had spent 
approximately $300 million in developing the Arrow and they had 
hoped that the United States would procure this supersonic aircraft 
either for United States forces or for the United States military 
assistance program. At the same time that the Arrow was under 
development, the United States had been developing a similar aircraft. 
It was found that there was no need in the United States military 
program for the Arrow. The Canadians, when faced with this pros- 
pect, realized that production of the Arrow would be uneconomical 
and that it might be better to concentrate on the next following gen- 
eration of weapons. Among this generation is the BOMARC. 
Economic production of this weapon is beyond Canadian capacity. 

Since the Canadians have become aware that they will have to look 
more and more to the United States for the production of the more 
exotic and more unusual weapons, such as supersonic aircraft and 
missiles, the question is being asked why there is not reciprocal action 
by the United States in procuring ¢ omponents and parts from Canada 
where there is a manufacturing capacity for this type of production. 
Although, as pointed out prev iously, there has been considerable pro- 
curement from Canada, the major portion has been in the form of 
goods and raw materials rather than in the form of manufactured end 
items or components. The Canadians would like to have a share of 
the manufactured end of defense procurement. The Canadians at 
present are able to bid on United States contracts. This ability, 
however, is sharply limited by the “Buy American” act and by the 
limited circulation which United States bid solicitations receive. A]- 
though a Canadian manufacturer may have the capacity necessary to 
bid on a contract, he may not be aware of the existence of the invitation 
to bid. 
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We heard repeated comment on this situation while we were in 
Canada. It would appear to us that the executive branch of the 
United States Government should give some consideration to the es- 
tablishment of some means whereby more information on defense pro- 
curement proposals could be made available at an earlier stage in 
Canada. The argument, of course, can be made that such contracts 
should be kept at home but if the Canadians are to buy huge quanti- 
ties of very expensive missiles and other exotic weapons from us, it 
would appear to be sound policy to give them ample opportunity to 
compete on the component and small-item business. Accordingly, in 
our recommendations we are proposing the adoption of such a course. 


V. WEST COAST POWER PROBLEMS 


Power development in British Columbia and on the Pacifie west coast 

Spanning the United States-Canadian border in the far west lies 
the vast Columbia River Basin where a fortunate combination of 
topography and rainfall produces one of the world’s greatest hydro- 
electric potentials. During the last 20 years the power resources 
of the United States section of the basin has been progressively de- 
veloped through the construction of Grand Coulee, Bonneville, Hun- 
gry Horse, and numerous other dams built by both public and private 
agencies, 

Most of this power has been developed as part of multiple-purpose 
projects which also serve the purposes of flood control, irrigation, and 
navigation. 

On December 11, 1958, a review report on the comprehensive de- 
velopment of the United States section of the Columbia River Basin 
was issued by the Corps of Engineers of the United States Army. 
The report presents recommendations for additional projects which 
would substantially complete development of the United States sec- 
tion, with particular attention given to flood control, power, and 
navigation. 

Development of the Columbia River system in the United States 
has reached a point where, in general, the remaining potential projects 
have a lower economic margin. There is also an increasingly critical 
situation insofar as provision of flood control storage is concerned. 
In the relatively undeveloped Canadian section of the basin, however, 
there are potential sites with high economic feasibility for power 
generation and which can provide much of the storage capacity 
needed for flood control and river regulation at relatively low cost. 
This Canadian storage is most important to the efficient use of the 
falling water at the United States powerplants in the low Columbia 
Basin. Through the reduction of flood flows and the release of water 
during periods of natural low flow, the production of firm power at 
all downstream plants can be increased. 

It is clear that substantial benefits would accrue to both nations 
from coordinated joint development of this great river basin. The 
question of agreement has now hung fire for 14 years. The Interna- 
tional Joint Commission, to which the problem was assigned in 1944, 
has been slow in making its findings and recommendations. Numer- 
ous proposals have been advanced on both sides, but no agreement 
has been reached. However, it is encouraging to note recent indica- 
tions in statements from both sides of the border that agreement 
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appears possible within the next few months. The major unresolved 
issues center on the question of compensation to Canada for additional 
power generated at United States plants as a result of Canadian 
storage and the effect upon United States projects of possible inter- 
basin diversion of water in Canada. 

Canadian thinking on the Columbia River is no doubt influenced 
by consideration of other sources of hydroelectric power in western 
Canada. One of these is the study of resource development, including 
power, which the Swedish Wenner-Gren interests are making in the 
Rocky Mountain Trench under agreement with the British Columbia 
Government. 

VI. FISHERIES 


The first international fisheries conservation agreement including 
Canada and the United States was the International Convention for 
the Preservation and Protection of Fur Seals (1911). Ever since 
there has been close cooperation by the United States and Canada 
with respect to fisheries conservation. There are no less than 7 agree- 
ments including the United States and Canada with respect to fish- 
eries, 3 of them bilateral conventions. The success of the effort to 
preserve and develop the Pacific fisheries resources is illustrated by 
this year’s Fraser River sockeye salmon run which netted American 
and Canadian fishermen more than 13 million pounds of salmon. 
This resource was preserved and expanded by the joint efforts of 
Canada and the United States. Without these joint efforts, the 
resource would have been overfished to the extent that it would not 
have supported a commercial fishery over a long period of time. In- 
dicative of the type of cooperation in this field was the joint effort by 
the United States and Canada in the elimination of an obstacle caused 
by a landslide in the Fraser River which prevented large numbers of 
these fish from reaching their spawning grounds. 

Despite the cooperation between the two countries in such matters 
as fisheries conservation, and reciprocal port privileges for halibut 
fishing vessels, disputes have arisen. The most serious of these has 
been the recent drive by Canada toward the extension of Canadian 
exclusive fisheries jurisdiction over coastal waters from the existing 
3 miles to 12 miles. The United States has consistently opposed such 
an extension. Serious problems would be raised for the United 
States by such action on Canada’s part. (With respect to the related 
territorial sea question the United States has stoutly and consistently 
opposed claims to 12 miles of territorial sea by the Communist bloc 
countries.) A number of Latin American and other countries are 
making even more extensive claims for fishery jurisdiction. 

Accession to Canada’s demand for 12 miles of exclusive control over 
fisheries would make it difficult to reject similar claims by other coun- 
tries. Moreover, an extension by Canada would accelerate the ten- 
dency toward ever-increasing claims for extended fishery jurisdiction 
over hitherto international waters. This would obviously create 
fishery problems for many countries in other areas of the world. 

Of particular interest, however, would be the impact on the United 
States northwest coast fisheries of an extension of territorial waters or 
exclusive fishery jurisdiction to 12 miles. This would affect American 
fishing of halibut and salmon in waters now constituting high seas. 
For example, United States fishing interests have estimated that 
about. one-fifth by volume of the United States fish catch off British 











SPECIAL STUDY MISSION TO CANADA 35 


Columbia in our Pacific Northwest is taken between 3 and 12 miles 
off the coast. There is no doubt that United States west coast fishing 
interests would use every means available to oppose their being com- 
pletely excluded from fishing within 12 miles of Canada’s coast. Un- 
less Canada follows a more flexible policy in this matter, it is possible 
that cooperation between the two countries, not only in fisheries, but 
on many other levels might be prejudiced. 

The issue of the territorial sea limits, and the closely related problem 
of exclusive fishery jurisdiction, came to a head at the 1958 Geneva 
Conference on the Law of the Sea. At Geneva the United States and 
United Kingdom were the principal advocates of the retention of a 
narrow territorial sea. Canada was willing to support a 3-mile terri- 
torial sea provided it was coupled with an additional 9-mile contiguous 
zone for exclusive control over fisheries. At the end, Canada was 
among the group proposing a 6-mile territorial sea plus 6 miles of 
unqualified fishery jurisdiction. The Conference, however, failed to 
agree on the controversial territorial sea and fishing limits questions, 
although it succeeded in reaching agreement on a wide range of prob- 
lems coneerning the territorial sea, the high seas, the Continental 
Shelf and fishery conservation. 

The territorial sea limits and exclusive fishery jurisdiction issues, 
however, are not dead and during our stay on the Canadian west coast 
we heard repeated reference to Canada’s determination to extend by 
one means or another her exclusive fishery jurisdiction to 12 miles. 

it is our hope that the prosperity which has been built upon ac- 
commodation through the joint treaties and international conventions 
shal] not be jeopardized in this area 


VII. TRANSPORTATION 


One of the first problem areas highlighted by the admission of 
Alaska as the 49th State is that of adequate transportation connecting 
the United States and Canada to Alaska. 

The United States Congress has passed legislation providing for the 
Alaska International Rail and Highway Commission. The parpose 
of the Commission is to recommend routes and means whereby rail 
ond highway connections between the United States and Alaska can 
hee ‘comple tedande xpi anded., 

The initial authorization for the Commission was in the amount 
of $75,000 and an appropriation was made pursuant thereto in the 
amount of $60,000, Last year an authorization was passed extending 
the life of the Commission to March 1, 1960, and authorizing an 
increase in funds to a total of $300,000. Unfortunately, however, the 
authorization was not approved until after the final supplemental 
appropr iation bill had been passed by the House of Representatives. 
The final appropriation granted was only $40,000 and, in view of the 
limited funds available—previous funds expired on September 1, 
1958—the Commission curtailed many of its activities. In our 
opinion, the Congress should lend full support to this activity. 

The Canadian Government has established an interdepartmental 
group to facilitate studies of transportation problems in western 
Canada. This Canadian interdepartmental group cooperates closely 
with the Rail and Highway Commission. We hope that the executive 
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branch will continue to give its support to the Alaska Rail and High- 
way Commission and that close cooperation will continue between the 
Commission and the Canadian interdepartmental committee. 

There also exists the problem of easier access of northern British 
Columbia to port facilities in the Alaska Panhandle. As industry 
develops in the interior of British Columbia, there will be an increas- 
ing need for reaching an equitable solution of this problem. 

The Canadian Government has recently issued a regulation which 
forbids immigration into Canada via a third country if it is possible to 
come into Canada directly. This means that immigrants who come 
by ship must land at Halifax, Montreal, or Vancouver, and that immi- 
grants who come by air must land at Vancouver, Montreal or Toronto. 
It prohibits immigrants from coming to the U ‘nited States and then 
proceeding to Canada. The obvious intent of this measure is to pro- 
vide additional revenues for Canadian carriers and to provide addi- 
tional business for Canadian ports. The country which is principally 
injured by this practice is the United States, which is deprived of 
any additional revenue accruing as a result of using San Francisco 
or New York as a port of entry and as a result of losing transporta- 
tion revenues derived by United States carriers arriving at United 
States destinations. This regulation, in United States eyes, is purely 
a protective device intended to exclude United States carriers from 
the transportation of Canadian immigrants. In United States eyes, 
it is an unsound attempt to tie immigration transportation to pro- 
tectionist policies. 

VIII, CULTURAL RELATIONS 


When a nation of 175 million lives beside a nation of 17 million, 
the outpouring of literature, news, movies, television programs, ideas, 
advertising, and fads of the larger nation inevitably creates an articu- 
late self-consciousness of the need for cultural survival by the other. 

The situation has not been better described than by one acute Amer- 
ican observer of the United States-Canadian scene: 


Most Canadians are aware that the Canadian border re- 
sembles one of those two-way glasses through which they can 
see clearly into our country while our view of them is dim, 
indeed. ‘The larger and wealthier their country grows, the 
less they like this situation. I have sometimes had the feel- 
ing that they would, at times, almost rather be disliked than 
ignored. 


There is no panacea for this problem. There is no substitute for 
increased sensitivity on one side and the avoidance of shrillness on the 
other. It is in this vast and delicate area that many modest steps can 
make possible substantial progress. 

During the past year there has been a noticeable increase of studies, 
conferences, articles, speeches, news stories, and books in the United 
States on the subject of United States-Canadian relations. Canadian 
writers, artists, actors, and humorists are gaining wide audiences in 
the United States. Networks in the United States are beginning to 

carry excellent television programs of Canadian origin. 
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The place for policies in aiding this process must be minor. The 
possibility of wider student and faculty exchanges is frequently sug- 
gested. There is probably more formal instruction in United States 
schools, and colleges on the subject of Canada than is generally real- 
ized. This, however, is not a substitute for increased study in Canada 
by United States students and increased lecturing in Canada by United 
States professors. The suggestion that Fulbright- -type grants be ex- 
tended to academic work in Canada is worthy “of full consideration. 
On the other hand, Canadians are dubious about the wisdom of pro- 
moting increased student opportunities for Canadians in the United 
States. They fear that this would prove to be another device for 
siphoning off more of Canada’s youth. 

In our earlier report we discussed the extent of full-time United 
States press representation in Canada. We should add that, in addi- 
tion to this permanent representation by United States citizens, there 
are also a number of Canadian “stringers” who serve United ‘States 
newspapers. These “stringers” are full-time correspondents repre- 
senting several newspapers s rather than a single publication. A list 
of accredited cor respondents to the House of Commons Press Gallery 
appears in the appendix. The list does not indicate the full extent 
of coverage because, in some instances, the individual correspondent 
represents several newspapers. 

Our statements are not intended to reflect on individual members 
of the press, but rather to emphasize the lack of adequate press cover- 
age of Canadian matters in the United States. 

“We recognize that this objective can be gained only by adequate 
new satheri ing on the scene and adequate handling of the copy filed. 
We think that the United States press would do well to reevaluate 
its current policies and practices in both these areas. 

To the extent that there can be greater coverage of the Canadian 
scene by the American press will there be more chance of developing 
attitudes on the part of the American people and Congress that will 
make possible an easier continuing relationship between the two 
countries. 


IX. FOREIGN POLICY 


One of the areas in which Canada is most conscious of its national 
identity is the field of foreign affairs. In our conversations we did 
not seek discussions in this field, since our object was to gain under- 
standing of domestic, principally economic, problems. In pursuing 
this mission we did not think it our present function to engage in 
debates on current United States foreign policy. Yet it is “only 
fair to report that, as of October 1958, one of the principal sources of 
irritation in United States- Canadian relations was our foreign policy 
as it related to the Far East. Underlying the criticisms, which were 

variously aaa was not only the disagreement as to policy, but 
a fear that Canada could be involved in a war not of its own choosing. 

Disagreement on foreign policy cannot always be avoided. All that 

can be hoped for is that due consideration be given the views of our 


friends and allies and that there be the fullest possible exchange of 
views. 
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RECOMMENDATIONS 
1. INTERPARLIAMENTARY UNDERSTANDING 


We heartily endorse the proposed meeting between representatives 
of the Canadian Parliament and the United States Congress. We 
sincerely believe that meetings between the two groups of parliamen- 
tarians will, because of the differences between the Canadian and the 
United States parliament: iry systems, facilitate better understanding 
of mutual problems. In Canada the executive leadership is identic “al 
with legislative leadership. In the United States, even when the 
executive and legislative branches are controlled by the same party, 
there is no guarantee of legislation to carry out administration pol- 
icies. Because of the separation of powers of the executive and the 
legislative branches in the United States, information flowing to the 
Executive does not necessarily reach the Congress and, consequently, 
action may be taken in ignorance of that information. Since Congress 
has responsibility for so many matters in the field of economic Tels a- 
tions and trade, it is vital that these matters be brought to the attention 
of the Congress and that a forum be provided for discussion of these 
matters with our counterparts across the border. 

Although this interparliamentary working group is informal i 
both structure and procedure, we hope that it will develop an age mila. 
hold well-planned periodic meetings, and will gradually involve a 
large number of parliamentarians of both countries. 


2. CABINET COMMITTEES 


Regularity and frequency of meetings have not characterized the 
Joint United States-Canadian Committee on Trade and Economic 
Affairs. The Canada-United States Ministerial Committee on Joint 
Defense is only beginning to function. We feel that the success of 
both committees will depend on more constant communication and 
conference at the career-staff level, adequate staff preparation for 
committee meetings, and more frequent meetings. There also exists a 
need for an appropriate intergovernmental vehicle through which all 
current problems between the two countries could be viewed in per- 
spective. Such would seem to be a prerequisite to the making of 
top-level decisions by both Governments which might well affect 
several problem areas. 


3. A FIFTH DIMENSION FOR BUSINESS AND LABOR 


We have attempted, in our discussion of United States-Canadian 
business problems in the text, to give as thorough and balanced a 
discussion of the problems as practicable. We deliberately refrain 
from specific policy recommendations because of the conviction that 
a long stride toward solution lies in the development of a sophisticated 
understanding of the issues. In the United States, management and 
labor have four points of view to consider as they engage in their own 
affairs or in collective bargaining: their own intern: al organizations, 
each other, government, and the public. To the extent that both 
United States management and labor take part in decisions affecting 
Canadian operations, a fifth factor is involved—the Canadian public. 
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This Canadian public may consist of specialized fragments, such as 
investors, community leaders, employees, union leaders and members, 
or consumers. But-all share the same basic antipathy to any real or 
fancied slight to their instinct for sovereignty. 

( ‘onsequently, the decision-making processes of management and 
labor should, for their own self-interest, take this fifth factor into 
account. Education on this point imposed from without would be 
futile. Our earnest hope is that within the houses of labor and 
management more sensitive attitudes and policies could be developed. 
The Chamber of Commerce, the Canadian-American Committee, and 
banks could well take the lead insofar as management is concerned. 
The combined AFL-CIO, generally internationally minded, could 
perform a useful leadership role for the ranks of labor. 


4+. MONETARY EDUCATION 


We have already mentioned the possibility of educational programs 
in currency premiums sponsored by the Treasury Department, pos- 
sibly in conjunction with banks and chambers of commerce in the 
areas of greatest Canadian business and tourist visitation. The inter- 
national service clubs could perform a useful service in popularizing 
such programs. 


5. TARIFF AND TRADE LAWS AND ADMINISTRATION 


We can do no better on this point than to repeat the recommendation 
in our earlier report: 

(a) Changes either in the form of quantity limitations or 
tariff levels should, wherever possible, be preceded by the fullest 
attempt to explore alternatives, explanation, and discussion. 
These steps should involve more than the particular official di- 
rectly responsible and his opposite number to the end that there 
shall be a minimum of misunderstanding and acrimony. 

(6) Changes in tariff classification should alw ays be the sub- 
ject of a de liberate process of consideration and review. 

(c) Studies should continually be made with the objective of 
exploring the feasibility of reducing or abolishing tariffs on an 
item-by-item basis. 

(7) Increased attention should be given to the task of reducing 
the redtape involving a businessman ‘who seeks to export an item 
to either country. 


6. TRADE INFORMATION 


We think one of the best antidotes for irresponsible or unrealistic 
protectionism is knowledge. By knowledge we mean more than the 
general, unthinking acceptance of the principles of liberal trade 
policies. We feel the time has come in the United States when both 
officials and private citizens need to have a clearer understanding of the 
impact of imports and exports on all parts of the economy. Trade 
policy is one of the most difficult subjects an industrialized nation 
faces. For this subject to be handled successfully and consistently, a 
high degree of citizen understanding is demanded. 
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This is why we recommended in the first report the accumulation 
and maintenance of regional statistics relating to imports from and 
exports to Canada. Preliminary study indicates that such a service 
would be expensive. Nevertheless, we feel that information of the 
source of our exports and destination of goods we import is essential. 
This kind of information should not be confined to United States- 
Canadian trade but should ultimately extend to all our foreign trade. 


7. NEW APPROACHES TO COMMODITY STABILIZATION 


As we have studied the United States-Canadian problems relating 
to commodities we have come to realize that a bilateral approach fre- 
quently offers less opportunity for a workable solution than an ap- 
proach involving a number of nations. The trade front of the cold 
war has recently been highlighted by the relative ease with which the 
Communist bloc can enter any commodity field and wreak havoe by 
lower than economic prices. The implications of these commodity 
forays are more ominous today when so many nations in Latin 
America, Africa, and south Asia are predominantly dependent on a 
single commodity. 

We would underscore the importance of the report of the special 
studies project of the Rockefeller Brothers Fund entitled “Foreign 
Economic Policy for the Twentieth Century.”* The report urges 
that the United States encourage the formation of regional arrange- 
ments which would strive for “a joint accord on monetary and ex- 
change arrangements, a common discipline on fiscal matters, and a free 
movement of capital and labor” (p. 29). 

The basic objectives of such arrangements are well stated: 


Regional arrangements can spur world economic develop- 
ment. They can make possible more rational international 
economic relationships. Instead of large numbers of states 
dealing with each other bilaterally, large trading areas can 
regulate their relationships to bring about the greatest mutual 
benefit. In addition, such arrangements will permit weaker 
economies to withstand more effect tively the impact of selective 
trade offensives by larger states, such as the Soviet bloc 
(p. 29). 


The report recognizes the inherent difficulties in international com- 
modity stabilization proposals, but adds: 


But the situation in a number of countries is now so acute 
and the outlook ahead so grim that immediate action is 
required to avert crises and to deal with these problems on a 
long-term basis (p. 32). 


It suggests exploring such possibilities as extending international 
credits to ease balance-of-payments difficulties through such agencies 
as the International Monetary Fund and the Export-Import Bank; 
agreements between producing and consuming countries to set periodic 
limits on price fluctuations; regional common markets; regional pay- 
ments unions; and commodity agreements. 





¢ Doubleday & Co., Inc., Garden City, N. Y., 1958. 
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In November 1958, the United States and the Latin American 
nations met to discuss proposals aimed at reducing excessive com- 
modity instability. We believe that similar talks within the frame- 
work of NATO would be a constructive approach, whether or not 
immediate specific agreements are attainable. We think that con- 
certed emphasis on these problems, possibly on an industry-by-indus- 
try basis, would have two beneficial effects. They would help develop 
the potential of NATO in the economic area and might well be a con- 
structive factor in the current efforts of nations in Western Europe 
to achieve practicable trading relationships among themselves and 
with other nations. 


8. AGRICULTURAL SURPLUS DISPOSAL 


Pending any long-range approach to the problems created by agri- 
cultural surpluses which ial arise out of efforts suggested in the 
preceding section, the chances for easing of United States-Canadian 
tensions probably lie in courses of conduct consistently followed 
rather than in any new organizational framework. 

These courses of conduct should, at the minimum, consist of a vig- 
orous compliance with the terms of the International Wheat Agree- 
ment, and systematic consultations between industry representatives, 
between the agriculture officials of the two countries at the career- 
staff level, and between the Cabinet level officials in the Joint United 
States-Canadian Committee on Trade and Economic Affairs. 


9. OIL POLICY 


In our view, although the voluntary oil import quotas do provide 
some protection to domestic producers of oil, the net effect is detri- 
mental to the interests of the United States and its Government. The 
oil available in the United States and Canada constitutes a reserve for 
defensive purposes regardless of whether it is in Canada or the United 
States. The United States is becoming less and less self-sufficient in 
its oil resources and consideration should be given to the development 
of alternative sources close at hand, specifically Canada. Further- 
more, the oil import quotas have contributed to developments in Can- 
ada which ultimately may have the effect of displacing markets for 
Venezuelan and other foreign oil, with an obvious impact on United 
States foreign policy and on the United States position in the cold 
war. We cannot maintain friends if we refuse to trade with them 
and if we do not endeavor to protect their interests. Any oil policy 
of the United States, while granting the greatest possible protection 
to United States producers, must also take into consideration the mar- 
keting needs and requirements of our friends. Otherwise, we are 
faced with deteriorating situations in many countries where oil is 
produced. Consequently, we recommend the abolition of the oil im- 
port quota system, at least insofar as Canada is concerned, in order to 
better serve our defense and foreign policy needs. 

We are not informed as to the extent to which the executive branch 
is aggressively studying the probable extent of usable oil reserves in 
the Western Hemisphere. We would urge such a continuing study. 
Comprehensive studies such as that of the Paley Commission should 
be subjected to scrutiny and revision as new data become available. 
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10. DEFENSE COOPERATION 


In view of the increased Canadian reliance on United States-pro- 
duced weapons, particularly in the missile and other advanced cate- 
gories, consideration should be given by the Department of Defense 
to permitting greater access by the Canadians to United States defense 
procurement contracts. The Canadians have extensive capabilities in 
the components field and if the Canadians are going to purchase from 
us, then we should, in turn, permit them to participate in the com- 
ponents business. It is suggested that consideration be given to the 
means whereby such an end can be secured ; specifically, to the question 
of the applicability of the “Buy American” statutes to procurement 
in Canada and to improved procedures to inform Canadian manufac- 
turers of proposed procurements and of invitations to bid. The re- 
cently established Canada-United States Ministerial Committee on 
Joint Defense, which is to be composed of representatives of the United 
States and Canadian defense agencies, would appear to be an appro- 
priate vehicle for discussing this proposition and for laying some sort 
of groundwork for positive action. 


11. COLUMBIA RIVER POWER DEVELOPMENT 


On the basis of recent, informal remarks by Mr. Green, the Acting 
Prime Minister of Canada, and Chairman McKay of the United States 
Section of the International Joint Commission, it appears that there 
may be an early settlement of United States-Canadian differences 
over development of the Columbia River. In view of the long his- 
tory of this matter, while developments are encouraging, we would 
recommend that, in the event substantial roadblocks should prevent 
final settlement, this matter be referred to the highest levels. 


12. FISHERIES 


In many of our recommendations, the action we suggest involves 
a greater degree “a forbearance on the part of the United States than 
of Canada. In fisheries the reverse is true. In the current dispute 
over extending jurisdiction beyond the traditional 3-mile limit, we 
are inclined to urge more forbearance on the part of Panties inter- 
ests. We fear, apart from the fact that economic and trade patterns 
have long been based on the 3-mile concept, that attempts to assert 
a wider range of purely national jurisdiction will turn back the clock 
in the dramatically successful area of fisheries cooperation. 


13. ALASKA INTERNATIONAL RAIL AND HIGHWAY COMMISSION 


We hope that the Congress will give its fullest support to the 
Alaska International Rail and Highway Commission. We hope also 
that there will be the closest cooperation with the Canadian interde- 
partmental group which is working on the problems of transportation 
in western Canada. 
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14. CULTURAL UNDERSTANDING 


On the governmental level, we suggest that the feasibility of making 
available a Fulbright-type grant for study in Canada be seriously 
considered. 

On the academic level, there is ample room for increased emphasis 
in school curricula on Canada and Canadian affairs. 

We acknowledge the many efforts of such private groups as universi- 
ties, service clubs, the Chamber of Commerce, the Canadian-American 
Committee in promoting better understanding. We hope that the 
years ahead will see a multiplying of meetings, institutes, conventions, 
round table, and panel discussions. 

We hesitate to prescribe for the press. We merely report and com- 
mend a suggestion given us by a concerned Canadian editor. This 
suggestion was that some widely representative professional group 
such as the Society of American Newspaper Editors place the subject 
of coverage of Canadian news high on the agenda of one of its meet- 
ings and invite representative Canadian and United States reporters 
and editors to speak on the subject. 


CONCLUSION 


This report would not be complete without some reflection on the 
potential future course of United States-Canadian relations. 

Each country has had considerable experience in pioneering new 
types of governmental organization and in adjusting the delicate 
balance of interests between closely related but not identical govern- 
ments. From the time of the American Revolution the United States 
developed a unique Federal system. Canada has evolved from a 
British colony to an independent nation, federal in internal struc- 
ture and tied to the mother country by membership in the British 
Commonwealth. Both the United States and Canada have been 
among the most active participants in such international organiza- 
tions as the United Nations, the North Atlantic Treaty Organization, 
and the Colombo Plan. 

It may well be that we have reached a stage where the cooperation 
possible between the two North American neighbors can be much 
greater than is usually found, even among allies and traditional 
friends. Such cooperation must develop within the context of world 
relationships and responsibilities. Internal differences will continue 
to exist. But the realization that full strength for the free world 
depends largely on the ability of the Western Hemisphere to provide 
a firm economic and military base on which to build emphasizes the 
need for the closest kind of coordination, especially between the 
United States and Canada. 

The most important factor in this development will be the attitude 
which each country takes toward the relationship. Common trust, 
forbearance, and frank and open exchanges of opinions are the only 
foundation on which a fruitful relationship can be built. Beyond 
this, necessary mechanisms can be formulated to deal with specific 
problems and to formalize cooperation wherever necessary. From 
our experience in this area we may develop techniques and approaches 
which can be used in strengthening our bonds with other free nations, 
demonstrating to the rest of the world that free societies can cooperate 
without fear and without domination of one by another. 
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Prime Western zinc: Average market, prices at East St. Louis, average 1987-39, 
annual 1948-50, and average daily prices in the United States, January 1, 
1951, to July 3, 1957? 


{In cents per pound] 














| 
Year, or date of change New price | Year, or date of change New price 
— —|} eo — - | ae 
1937-39 average_._._.._. i al 5.413 || 1953—Continued 
ES Re i 13. 589 | BO OO Ls. wetenae he Sadat 11.375 
ace cs ha eicacomnietl 12. 144 | a ace aaa 11. 250 
IE te ee ne oo 13. 866 PRE cs eet idiceln naiin aa then 11.000 
1951— | y OO Ps casas ee ee “nay 10. 730 
WN ers ce aeaeoat 3 17. 500 || MY Giga conn ccbnctacmicnn Saal 11.000 
SRE ib tebimdsace chews bicicetn epee 19. 500 |) SRA, 5s atc cleboselabdd naided salad 10. 890 
1952— | Aug. 6 Sg oes = ate | 10. 900 
June 2 “inlbadiel apicias a a 17. 500 Aug. 7 Sots eee 11.000 
I i a a . 16.000 |} pent. 3...... aioe : | 10. 500 
snake iecaeteae 15.000 | Sept. 11. var 10. 000 
Aug. 6 : anaes 13. 500 || 1954— 
RS TAs cscinaceas “ y 13. 640 I a a Sa a ne ea 9. 500 
Aug. 12 13. 960 | Feb. 15 ey weanust assimars Saeciaall 9. 250 
Aug. 13 13. 980 || Moar. li... ..- nd caked bodutietoda 9. 750 
Aug. 14 7 14.000 | DL. co bade bierbadatt eeu nees 10. 200 
ST 425d adios xtc ann 14. 300 || Mar. 30 pane in eeritcasane a 10. 250 
a Ea pee ee eee 14. 500 || May 26 peaches ites . at 10. 400 
SNe UNS x akc bnanctan aise 14.000 |} Mav 27 aia sig 10. 500 
EN Beli scccdittc ahnicaes 13. 525 June 3 ide Stl ashe betetitoaihd aaanl 10. 950 
Sept. 23 Be eae - 13. 625 June 4 i a a 11. 000 
Sept. 24 13. 500 || See Sena ee 11.040 
ee eee ees 13. 825 || SE er are 11.015 
Sept. 26 13.750 || Sept. 7 a la Ea a | 1. 155 
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Sept. 29 13.725 || 1955— 
Sept. 30 -- 13. 825 | Apr. 5 11. 550 
ay ee eer 13. 525 Apr. 6_...- - 12. 000 
Oct. 3. 13. 700 pe eee ee teehee 12. 025 
Oct. 4 ‘ ne 14.000 || June 17 ‘ 12. 500 
Oct. 6 13. 625 || Sept. 6_-- = mie 12. 700 
Oct. 7 a 13. 600 GONE doc dancwekndwineke tae 13. 000 
eae 13. 500 1956— 
Oct. 10_- 13. 625 eats ; zo 13. 264 
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Oct. 23.. i 13. 125 || 1957— 
Oct. 24_-- 7 13. 000 MM Oto occ b up ssesticisee s | 12. 000 
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1 Beginning July 16, 1953, several major sellers of zinc offered Prime Western zinc on a delivered basis 
The delivered price ranged from 4 to 4% cent per pound above the East St. Louis price. In September 
1953 sellers of zinc returned to the practice of pricing Prime Western zinc on the basis of f. 0. b. East St. 
Louis; others, in order to meet competition, absorbed freight charges in excess of 44 cent per pound. 

Source: E & M J Metal and Mineral Markets. 

Note.—Price ceilings on sales of zinc in the United States were imposed on Jan. 26, 1951; the price ceilings 
were increased by 2 cents a pound on Oct. 2, 1951, and, in order to prevent domestic buyers from buying 
zine at higher prices in foreign countries (previously permitted), the Office of Price Stabilization prohib- 
ited any person in the United States from receiving foreign zinc at a delivered cost in excess of the ceiling 
price. All price ceilings on zine in the United States were removed by the Office of Price Stabilization on 
Feb. 12, 1953. 
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1948-50, and average daily prices in the United States, Jan. 1, 1951, to Apr. 1 


1958 


{In cents per pound] 


Year, or date of change New price | Year, or date of change 
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ee: ‘ : 14. 500 Sept. 15 _ 
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Common lead: Average market prices at New York, average 1937-39, annual 
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Note.—Price ceilings on sales of lead in the United States were imposed on Jan. 26, 1951; the price ceilings 
were increased by 2 cents a pound on Oct. 2, 1951, and, in order to prevent domestic buyers from buying 
lead at higher prices in foreign countries (previously permitted), the Office of Price Stabilization prohibited 
any person in the United States from receiving foreign lead at a delivered cost in excess of the ceiling price. 
All price ceilings on lead in the United States were removed by the Office of Price Stabilization on Feb. 12, 


1953. 
Source: E & M J Metal and Mineral Markets. 
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